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■- Montecatini plans 
, joint venture with 
Shell Chemicals 

Montecatini, chemicals -s ubsidiar y of Italy's 
Montedison, and Shell Chemicals, part of the 
, " Anglo-Dutch oil group, announced a plan to merge 
their activities in polypropylene and polyethylene, 
both plastics feedstocks. 

The joint venture .would Hnh Europe's two 
largest polypropylene makers and is the most 
far-reaching restructuring of the troubled petro- 
chemicals Industry proposed during this recession. 

Page 21 

Opec ‘to freeze oO output*; The Organisation 
of Petroleum Exporting Countries agreed to freeze 
current oil production. Opposition came from 
Iran which wanted a cut in output in order to 
raise prices. Page 38; Russians set for doubling 
in price of oil. Page 8 

Mideast peace obstacle; Syria said talks 
with Israel over the occupied Golan Heights failed 
to make progress and the peace negotiations 
In Washington were n ea r deadlock. Israel and 
Syria jockey for position. Page 7 

tt Gloom among Japanese brokers; Japan's 
14 leading securities houses do not expect to make 
l a profit for the first half of 1992-93. Finance wdnfatpr 
Tsutomu Hata urged reform by the Industry to 
regain investor confidence. Page 21; Industrial 
Investment to ML in Japan, Page 10 

Mauroy to head Socialist international 


EUROPE'S BUSINESS NEWSPAPER 


D3523A 



Fortner French prime minister Pierre Mauroy 
(above) became president of the Socialist Interna- 
tional in succession to Willy Brandt who held 
the job for 16 years. Mauroy , 64, was the only 
candidate for the post, which was decided at a 
Berlin conference of the organisation. Brandt, 

79, a former West German chancellor, is seriously 
ill and could not attend the meeting. 

UK setback for RMC: A 28 per cent rise 
in German profits in. the first half of the year 
could not o&et an even greater Ml in British 
profits for RMC Group, the world’s biggest concrete 
producer. The group announced overall jpre-tax 
profits of £62. 1m ($H0m), down 11 per cent Page 
21 ; Lex. Page 20 

Crackdown on rightwfaig suspects: Seven 
alleged neo-Nazis were arrested after police raided 
more than 100 homes in the eastern German state 
of Saxony; Rlghtwing extremists teo danger*, 

^ Pages . 

* LVMH, French luxury goods group which owns 
such brands as Louis Vuitton luggage and Hen- 
ncssy cognac,- saw net profits rise by 7 per cent 
to FFrl-29bn ($239m) from FFrL21bn in the first 
half. Page 21. 

Guinness, international drinks group, could 
only raise pre-tax profit £3m to £353m because 
of tough market conditions and highe r interest 
costs. Page 22, hex. Page SQ 

Renault V6hicule* Industrials, struggling 
French state-controlled truckmaker, announced 
wo rse-than -expected first-half losses of FFr437m 
($90.85m) in spite of a reduced def ici t at Mack, 
its US subsidiary. Page 22 

Fujitsu, Japan’s largest computer maker, said 
parent company pre-tax ear n i n g s would plunge 
91 per cent to Y3bn ($24m) in the half-year ending 
this month because of market weakness. Page 24 

^ Pakistanis ftee swollen riven Pakistani 
villages were evacuated as the river Indus broke 
through Irrigation barrages and embankments. 

The floods, the worst in living memory, have 
left 3m homeless. 

Bush stops UP attack; George Bush's 
re-election camp ai g n stepped up attacks on Demo- 
cratic presidential candidate Bill Clinton for having 
avoided the military draft 23 years ago as polls 
showed the challenger consolidating his lead. 

Page 7 

Slovak’s suicide protest; A Slovak man, 

Josef Aszmongyi, 61, burned himself to death 
in protest over the proposed division of Czechoslo- 
vakia into separate Czech and Slovak republics. 
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Speculators find new ERM 
targets after lira and peseta 


By Stephen Fkfler In London 
and Our Foreign Staff 

tub French franc, Danish krone 
and Irish punt yesterday tell to 
their floors in the European 
exchange rate mechanism, 
prompting central bank interven- 
tion, as speculators moved on to 
new targets after pummelling the 
pound, lira and peseta on 
Wednesday. 

That assault, which forced the 
British government to suspend 
sterling from membership of the 
ERM on Wednesday night, led 
early yesterday to a temporary 
withdrawal of the lira from the 
ERM and a 5 per cent devalua- 
tion of the peseta. 

The moves were agreed at an 
emergency meeting of the Euro- 
pean Community monetary com- 
mittee in Brussels. Despite pres- 
sure from other European 
governments at the Brussels 
meeting, the Bundesbank yester- 
day d ecline d to deliver a further 
cut in German Interest rates. 

The new pressure yesterday 
within the ERM reinforced the 
view in financial markets that 
the system in its current form 
may have been mortally 
wounded by this week’s specula- 
tive onslaught in currency mar- 
kets. 

The Italian government said 
yesterday it planned to rejoin the 
ERM on Tuesday althot^h cur- 
rency traders were sceptical that 
this would be possible in the 
event of a No vote on Sunday in 
the French referendum on the 
Maastricht treaty. 

The British government - 
while reaffirming Its intention to 
rejoin the system - let it be 
known an early reentry for ster- 
ling was not likely. 

Sterling closed 4 per cent lower 
against the D-Mark yesterday in 
London, at DM2.64, compared 
with its pre-suspension DM2.778 
floor in the ERM. 

After intervention, the French 
franc, punt and krone finished 
above their ERM floors against 
the D-Mark, but the free-floating 
hra slipped below the new lower 
limit set only on Sunday. 

As the French franc weakened, 
Mr Michel Sapin, finance minis- 
ter, attempted to defend the cur- 
rency by arguing that its value 
could only go up in the wake of 
the current chaos. 

“The franc belongs to the most 
solid group of EMS currencies, fix 
the fixture, its value can only 
appreciate", he said. 

Bond market analysts in Paris 
argued that the ERM would take 
years to recover and that mone- 
tary union was out of the ques- 
tion for the time being. 

‘The markets have already 
voted on Maastricht", said Mr 
Christopher Potts, market strate- 
gist at Banque Indosuez. What 
was now at stake in the Sunday 
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Major attempts to salvage 
Britain’s economic strategy 


Continued on Page 20 


By Philip Stephens, Political 
Editor, in London 

MR JOHN MAJOR yesterday 
sought to salvage the UK govern- 
ment's economic strategy from 
the wreckage of devaluation by 
insisting that sterling would 
eventually rejoin the European 
exchange rate mechanism. 

But senior ministers were 
forced to admit that it might be 
months before sterling was again 
tied to the D-Mark. As Mr Nor- 
man Lamont, the chancellor, 
insisted the defeat of inflation 
would remain at the core of his 
policy, ministerial colleagues said 
the government could not now 
avoid a fundamental reappraisal 
of its overall economic strategy. 

Mr Major also faced the threat 
of revolt on his Conservative 
party backbenches over his 
approach to Europe and econ- 
omy, with a growing number 
arguing that he should abandon 
the ERM entirely in favour of a 
rapid cut In interest rates to 
“kick-start" economic recovery. 

Mr Lamont, who was given a 
vote of confidence at an emer- 
gency cabinet meeting, flatly 
rejected suggestions be should 
resign. He raid: “I am not going 
to resign. I have been operating 
the policy of the whole govem- 
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ment, and I know that I have the 
support of the prime minister 
and the full support of my cabi- 
net colleagues." 

Mr Lamont, in his first formal 
TV interview since the crisis 
erupted, said: “What we faced 
yesterday - and in the last cou- 
ple of weeks - has been a wholly 
exceptional set of circumstances, 
the like of which haven’t been 
seend for 20 years or more. 

“It affected not just this coun- 
try but Italy, which has also bad 
to leave the exchange rate mech- 
anism, and Spain, which has had 
to devalue its currency as welL 

"What I did yesterday was sim- 
ple commcmsense in the face of a 
whirlwind." 

In another TV interview, Mr 
Lamont denied there had been a 
virtual devaluation of the pound. 


He told ITN: “We have not 
resorted to devaluation. The 
pound is now currently floating 
and we will have to see what 
level it finds." 

The damage-limitation exer- 
cise, however, did not dispel 
widespread doubts at Westmin- 
ster over the chancellor’s 


long-term future. Some of bis col- 
leagues believe his authority has 
been fatally undermined. 

Cabinet ministers said that the 
political row over the Bundes- 
bank’s role in canting the ster- 
ling crisis would delay attempts 
by the government to ratify the 
Maastricht treaty if It is approved 
by the French electorate on Sun- 
day. It Is now thought that 
detailed debate on the legislation 
will be have to be delayed until 
after the Edinburgh summit in 
December. 

As the Bank of England 
reversed the 2-point rise in base 
rates announced as part of the 
vain effort on Wedneday, the 
pound slid more than 13 pfennigs 
between its previous ERM floor 

Continued on Page 20 


Brussels 
says single 
European 
currency is 
imperative 

By David Gardner In Brussels 
and David White In London 

THE European Commission 
yesterday mounted a solid 
defence of the plan for a single 
European currency, reflecting Its 
growing belief that French 
endorsement of the Maastricht 
treaty In Sunday’s referendum Is 
vital to the future of European 
union. 

EC officials argued that the 
European exchange rate mecha- 
nism had proved Its efficacy but 
had also shown its limitations. 
They said this week's events in 
the currency markets demon- 
strated the Imperative need for a 
single currency. 

The pounding that speculators 
had given the ERM “shows that 
if we don't move forwards we are 
going to go backwards," said Sir 
Leon Brittan, a Commission 
vice-president and a former Brit- 
ish cabinet minister. 

Sir Leon argued that this 
week’s foretaste of the possible 
consequences of a French No 
vote could might strengthen the 
treaty cause. However, Mr Frans 
Andriessen, the Dutch external 
relations commissioner, took the 
opposite view. “This is bad news 
for Sunday", he said. 

Mr Jacqoes Delors, Commis- 
sion president and iusplrer of the 
Maastricht plan for economic 
and monetary union, insisted the 
European Monetary System was 
far from being “a miracle cure”. 

‘We cannot ask of it what it 
cannot provide. It will still pro- 
vide, but it Is only through com- 
mon disciplines and a single cur- 
rency that we can avoid tbe 
sort of events we have just 
witnessed,” Mr Delors said in 
Paris. 

Kr Delors said currency onion 
would enable the EC to negotiate 
as an equal with the US and 
Japan “to guarantee great mone- 
tary stability”. It would also 
keep Europe’s currencies out of 
the crossfire between an appreci- 
ating D-Mark and sinking dollar. 

British officials insisted that 
the suspension of Britain's mem- 
bership of the exchange rate 
mechanism was not regarded by 
other members as a sign of 
weakening commitment to the 
Community, and It would not 
affect the government’s alms for 
Its period in the presidency. 


Reed and Elsevier merge to 
create £5bn publishing group 


By Raymond Snoddy bi London 
and Ronald van do Krol 
In Amsterdam 

REED International and Elsevier 
of the Netherlands have agreed 
to merge, creating one of the 
world's biggest publishers with a 
market capitalisation of more 
than £5bn (S9bn). 

The combined group, to be 
named Reed Elsevier, will have a 
total of 25,000 employees, with 
11,000 in the UK, 4,500 in the 
Netherlands and 7,500 in the US. 

The merger, due to take effect 
on January I, will be on a 5060 
basis without any premium to 
either set of shareholders, and 
both Reed and Elsevier will keep 
their separate stock exchange 
listings. 

Reed, whose interests range 
from legal publishing and busi- 
ness publications to consumer 
magazines and local and regional 
newspapers, wilL however. 


receive a significant minority 
stake in Elsevier to reflect Reed’s 
higher market capitalisation. 

Mr Pierre Vlnken, chairman of 
Elsevier who will also be chair- 
man of the merged company, said 
Elsevier had over the past decade 
achieved world leadership in sci- 
entific information publishing. 

Mr Peter Davis, chairman of 
Reed who will be chief executive 
and deputy chairman of Reed 
Elsevier, commented that for 
Reed the merger “achieves two of 
our key strategic aims, a much 
stronger presence in Europe and 

in subscription-based information 
publishing.” 

Three years ago Elsevier and 
Pearson, owner of the Financial 
Times, agreed an exchange of 
shares with a view towards an 
eventual merger. However, the 
stakes were later sold and the 
companies went their separate 
ways. 

Based on forecasts for the year 


to the end of 1992, the new group 
would on a pro forma basis have 
revenues of £2.442bn or FI 7338bn 
and pre-tax profit of £424m. 

Reed’s share price rose to 531p, 
an increase of 45p on the day, 
because the deal was seen to 
increase the group's stake in 
such high margin areas as scien- 
tific publishing. 

On the Amsterdam Stock 
Exchange, however, Elsevier’s 
share price fell to a low of 
FI 104.7 in the early afternoon 
from Wednesday’s close of 
FI 116.7 before recovering slightly 
to close at FI 105.2 - a decline of 
9.8 per cent on the day. 

Dutch analysts were worried 
that Reed, with its strong pres- 
ence in business publishing, was 
more dependent on cyclical 
advertising than Elsevier. 
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Sterling’s plight is not our fault, Bonn insists 


All over 


By Quantln Peel In Bonn 

GERMANY reacted yesterday 
to British charges of complicity 
in the plight of the pound, 
more in sorrow - or in silence 
- than in anger. 

A thunderous silence was 
the reaction of the Bundesbank 
Itself, an Ironic answer to the 
charge from Downing Street 
that top German officials had 
precipitated the currency col- 
lapse with their loose talk. 

Off the record, the charge 
was politely rejected. On the 
record, it only said the latest 
exchange rate realignments in 
the Exchange Rate Mechanism 
were “an appropriate answer 
to the previous tensions”. 

Mr Theo WaigeL minister of 
finance, was the most forth- 
right in his response; “To put 
the blame on Germany is not 
fair. I do not think that appor- 
tioning blame is right I think 
everyone should consider what 
the cause is In their own area 
of responsibility." 

Indeed the instant reaction 
to the bitterness of British offi- 
cials, who had spelt ont a 
series of occasions on which 
the Bundesbank's alleged 
"whispering campaign” had 
undermined the pound, was to 
talk of “the very natural desire 
of the British government to 
find a scapegoat” - 

“The anger of the moment is 
always understandable,” said 
one well-placed official In 


Bonn. “But we must distin- 
guish very clearly between 
immediate irritation and a 
sober consideration of our 
long-term relations. Of course 
we understand that one needs 
a whipping boy at such a 
moment, and it is easy to look 
abroad to find one.” 

He insisted personal rela- 
tions between Germany's 

Mr Waigel said: 

*1 think everyone 
should consider 
what the cause is 
in their own area 
of responsibility’ 

Chancellor Helmut Kohl and 
British prime minister John 
Major r emain ed “really close”, 
which could never be said of 
the chancellor's relations with 
Mr Major's predecessor, Lady 
Thatcher. And he listed the 
occasions on which Germany 
acted as honest broker for 
Britain in the Maastricht nego- 
tiations. helping push through 
the “opt-out” clause on eco- 
nomic and monetary union, 
and the similar British exclu- 
sion from EC social policy. 

In spite of the oil pouring on 
troubled waters, immediate dif- 
ficulties remain. There Is some 
doubt over the plans for a 


bilateral summit on November 
11, and who will attend. 

Germany’s determination 
not to go ahead with produc- 
tion of the European Fighter 
Aircraft Is a big bone of con- 
tention, and has badly soured 
relations between Mr Volker 
RQhe, the German defence 
minister, and Mr Malcolm Rif- 
kind, his British counterpart 

There bas also been grum- 
bling about British “high-hand- 
edness” in the EC presidency, 
directed above all at Mr Nor- 
man Lament, the British Chan- 
cellor. His obvious delight in 
the isolation of Germany at the 
Bath meeting of finance minis- 
ters two weeks ago has caused 
las tin g bitterness. 

That comes back to the cur- 
rency questions, which remain 
the most explosive of alL The 
German attitude remains that 
if the Bundesbank and Mr Hel- 
mut Schlesinger, its president, 
were talking down the pound, 
they were only telling the 
truth. 

Bankers and economists in 
Frankfurt yesterday closed 
ranks to defend him. “I cannot 
imagine that Mr Schlesinger 
brought about the sterling cri- 
sis single-handed,” said Mr 
Peter Pietsch, Commerzbank 
economist, yesterday. “On 
Monday they got a lot of 
approval for what they did in 
cutting interest rates. How 
come that has all been forgot- 
ten now?" 




Kohl and Major: “still dose" despite accusations that German officials talked the pound down ntarm va^Aatwm 


Pressure grows for Germans to hold their own referendum 


By Quentin Peel 

A NARROW Yes vote in France, in 
favour of the Maastricht treaty on 
European union on Sunday, would 
strengthen the campaign for a refer- 
endum in Germany, according to 
political analysts. 

A No vote would bring the entire 
ratification process in the German 
parliament to a standstill, while the 
whole European Community takes 
stock of the situation. 


Already the campaign for a Ger- 
man referendum, hitherto not a seri- 
ous possibility, is gathering more 
substantial supporters. 

Mr Peter Gauweiler, Bavarian 
environment minister and the lead- 
ing figure in the Bonn coalition's 
Christian Social Union (CSU) who 
coined the phrase “Esperanto- 
money" for the future European cur- 
rency, yesterday issued a public 
appeal for such a move. 

He was joined by Mr Manfred 


Brunner, of the coalition's Free Dem- 
ocrats (FDP), the chef de cabinet of 
Mr Manfred Bangemann, senior Ger- 
man commissioner in Brussels. Mr 
Brunner, whose anti-Maastricht 
views have been long known, was 
immediately sacked from his post in 
the Commission. 

There is also growing support 
among the opposition Social Demo- 
crats for a referendum. They are 
already campaigning for such popu- 
lar votes to be included in the re- 


written German constitution. “The 
logic of having referendums on 
major issues in the future suggests 
that we should push for one now on 
Maastricht.” said a leading SPD 
member of the Bundestag. 

On the other hand, a clear major- 
ity of the Christian Democratic 
Union (CDU) and the CSU remains 
opposed to any such vote, not least 
because it fears the issue is too com- 
plicated and would become confused 
with domestic politics - as in 


France. That majority also fears it 
might simply become a vote for or 
against D-Mark abolition - which 
would bring an overwhelming No. 

If the French decision is No, the 
Social Democrats beUeve the entire 
ratification process - due. to begin 
with a first reading in the Bundestag 
on October 7 - should be aban- 
doned. The CDU is more cautious, 
suggesting that it should merely be 
put on ice until the future is clear. 

SPD strategists also believe the 


contents of the Maastricht treaty 
should simply be set aside, and 
European integration pursued 
through "functional integration" 
issue by issue, rather than through 
attempts at “institutional integra- 
tion”, as in tile treaty. 

They admit that such an attitude 
might put them dose to the position 
of Mr John Major, UK prime minis- 
ter, but believe that would be the 
only realistic way to continue the 
Integration process. 


the Don’t 
Knows 
have it 


By Quanta Pool. 

MORE than 40 per cot of the 
population In Britain, Ger- 
many, Italy and Spain have 
not the slightest idea whether 
the Maastricht treaty on Euro- 
pean union Is a good or bad 
thing, the latest batch of apt* 
ion polls . shows. Only is 
France, where a referendum 
on the treaty is due on Sun- 
day, is the Don't Snow cate- 
gory down to a mere IS per 
cent. 

That Is the conclusion of five 
co-ordinated polls, published 
yesterday by Germany's labs 
research group, which show 
that the Yes vote in France is 
still ahead of the No vote - 
but only by a marginal three 
points. 

The figure* published from 
a poll taken on September s 
and 7, are 44 per cent la 
favour, 41 per cent against, 
and 15 per cent undecided. 

Only in Britain would the 
No vote in. a referendum . be 
higher than the Yes vote - 
assuming that all the Don't 
Knows abstain. There were 24 
per cent tn favour, 31 per cent 
against, and no less than 45 
per cent nndadded. 

In Germany, where the enti- 
Enrope mood has been steadily 
growing, there Is etllla major- 
ity In favour, according to 
Infos: 99 per cent would say 
Yes, 24 par cent No, and 40 pm 
cent Don't Know. 

Italy and Spain are by for 
the most positive: 45 per cent 
Yes, 14 percent No and 41 per 
cent Don't know In Italy; 40 
per emit Yes, 19, per cent No 
and 41 pec cent undecided in: 
Spain. 


Irish punt drops to floor Series of surrenders for Amato 


By Tim Coone In Dublin 

THE IRISH .government 
reaffirmed its commitment to 
the narrow band of the 
exchange rate mechanism yes- 
terday as the punt dropped to 
its floor level of DM2.619, trig- 
gering intervention by the 
Irish central bank and the 
Bundesbank. 

Later it recovered to trade at 
DM2J3275. Mr Bertie Ahem, the 
finance minister, said; “We 
have to hold our -confidence in 
the ERM and stay firm. Our 
position Is to remain in the 
narrow band. 

“That’s what keeps oar econ- 
omy on course and our stabil- 
ity. There is no immediate con- 
cern but we will continue to 
monitor the situation.” The 
government would “do what is 
necessary” to keep the punt 
within the ERM narrow band. 

A central bank spokesman 
confirmed it had been support- 
ing the punt yesterday; the 
Bundesbank said it had bought 
I£13.5m. 

Ireland broke its long-stand- 


ing currency link with sterling 
in 1979 when it joined the 
ERM. The Irish economy, how- 
ever, is still dependent on the 
UK market for 32 per cent of 
its exports, and many Irish 
businesses have subsidiaries in 
the UK. 

Some Industrial leaders were 
saying in private yesterday 
that a continuing decline in 
sterling might force the Irish 
government to a devaluation. 

At one point yesterday, the 
pound sterling fell by some 7 
per cent to parity with the 
Irish currency. 

Mr Robbie Kelleher, head of 
research at Davy stockbrokers 
in Dublin, said: “The funda- 
mentals of the Irish economy 
are good. If [the sterling deval- 
uation] is a one-off change, and 
sterling re-enters the ERM, 
then we can handle parity. 
Sterling continuing outside the 
ERM is another matter.” 

Mr Michael Noonan, finance 
spokesman for the opposition 
Fine Gael party, backed the 
government's stance, saying; 
“The UK is now the sick man 


of Europe. 

It would be a great mistake, 
after 13 years of effort to get a 
strong currency linked to the 
D-Mark, to abandon that and 
link ourselves to sterling 
again.” He added that after a 
general realignment of 
exchange rates, there would be 
an easing of interest rates and 
“we will then emerge with a 
strong currency and lower 
interest rates". 

The Economic and Social 
Research Institute (ESRI) in 
Dublin this week revised up to 
3-5 per cent its GNP growth 
forecast for the Irish economy 
for 1992, and predicted a surge 
in the balancenf-payments cur- 
rent-account surplus by 36 per 
cent to K 2 .2bn, largely due to 
strong performances in manu- 
facturing industry. 

Prof Kieran Kennedy, ESRI 
director, said; “There is a 10 
per cent competitiveness cush- 
ion in the exchange rate. The 
economy could endure sterling 
Calling to parity or even to 1.05 
against the punt without tre- 
mendous pain.” 


The government has survived an unprecedented battering, reports Robert Graham 


MAASTRICHT: A CHRONOLOGY OF EVENTS 


February 7 1992 - Maastricht treaty 
signed. 

June 2 - 50.7 per cent of Danes reject 
treaty in referendum. 

June 3 - Mitterrand announces French 
national referendum. 

June 4 - EC decides to press on 
with treaty ratification by the end 
or 1992. 

July 16 - Bundesbank raises discount 
rate to record 8.75 per cent; Lombard 
rate remains at record 9.75 per cent 

July/Augusl - French No vote creeps 
ahead of Yes vote in opinion polls. Ten- 
sions rise in currency markets. 

September 8 — Finland cuts markka 
loose from tracking European currency 
unit (Ecu), sparking run on Nordic curren- 
cies. Sweden raises rates from 24 to 75 
per cent 

September 13 - First significant ERM 


realignment since 1987, with effective 7 
per cent devaluation of lira. 

September 14 - Bundesbank cuts 
Lombard rate by 0.25 percentage point 
and discount rate by 0.5. Fails to stop 
selling of weaker ERM currencies. 

September 16 - Sterling, lira and 
peseta forced below their ERM floors. 
Central banks intervene, to no effect. 
Britain, In unprecedented move, 
announces two-stage rise in interest 
rates from 10 to 15 per cent, then sus- 
pends sterling from ERM and cuts rates 
to 12 per cenL Sweden cuts rate to 25 
per cent, then lifts it to 500 per cent EC 
Monetary Committee meets at midnight 

September 17 - After six-hour meeting 
Monetary Committee suspends lira tem- 
porarily from ERM; peseta devalued by 5 
per cent Britain cuts interest rate to 10 
per cent 


C RISIS has lent a cruel 
touch to Italy's cartoon- 
ists. One of the most 
acerbic has Prof Giuliano 
Amato, the prime minister, 
and his three economic minis- 
ters dressed in military uni- 
form with their hands raised, 
beside a white flag and a burn- 
ing pile of lire. 

For the 2'4-mouth-oId Amato 
government, the events of the 
past few days have been a con- 
tinual series of surrenders to 
the overwhelming pressures on 
the lira. The latest was the 
decision yesterday morning to 
let the lira float at least until 
Monday. Only 12 hours earlier 
the Bank of Italy denied any 
such move was contemplated. 

On the surface, no post-war 
Italian government has ever 
been so battered and tossed by 
East-moving events. Indeed, by 
the short-lived standards of the 
previous 50 governments, it is 
remarkable that such a weak 
four-party coalition has sur- 
vived so for. 

With a parliament still 
smarting from his surprise 
decision the previous Wednes- 
day to seek emergency powers 
to deal with the economic and 
financial crisis. Prof Amato 
was roundly criticised for pres- 
enting the weekend 7 per cent 
devaluation of the lira in 
overly optimistic terms. 

Members of his own Socialist 
party were sniping at him, and 
his relations with the Bank of 
Italy, the one institution which 
bas sought to keep its head 
above the fray, were strained 
by arguments over how to 
defend the lira. 

His resolve was certainly 
stiffened by a meeting with 
President Oscar Luigi Scalfaro, 
whose clear support for the 
prime minister has become an 
Important factor. Mr Scalfaro, 
in his brief period of office, has 


established considerable 
authority which few politicians 
or parties are likely to chal- 
lenge lightly. 

Equally, the prospect in such 
turbulent circumstances of a 
political vacuum, no matter 
how brief, seems to have con- 
centrated the minds of politi- 
cians. Prof Amato has been 


per cent of GDP next year 
without tough remedial action. 
Thus the precise composition 
of an Italian government 
becomes Irrelevant if policies 
are being forced upon it from 
outside, especially by the mar- 
kets. 

But there are practical inter- 
nal considerations which mfli- 


to power, and as a result of the 
Milan corruption scandal and 
the awesome extent of the 
abuse of power exposed. Now 
the public is blaming them for 
blithely Ignoring Italy’s prob- 
lems for decades and produc- 
ing the present mess. . . 

At last the politicians are 
showing signs they can no lcm- 


GOVERNMENT TO REVISE ITS BUDGET FORECASTS 


The Italian government is to submit new 
budgetary forecasts for 1993-95 in the next 
seven days, after its original figures were critic- 
ised as inadequate in parliament last week, 
Haig Simonian reports from Milan. 

The decision yesterday to revise the forecasts, 
prepared each July, follows the recent turmoil 
in the currency markets. 

The predictions, which envisage a foil In the 
budget deficit to just 4.9 per cent of gross 
domestic product by 1995, had already been 
attacked by economists as too upbeat 
The figures, drawn up soon after the new 
government of Prof Ginllano Amato came to 
office, showed total public sector debt was 
expected to fall marginally to 113.5 per cent of 


GDP in 1995 after reaching a peak of 113.6 per 
cent in 1994. 

Even some ministers have admitted the infla- 
tion forecasts made in July were op tim i s t i c. 
Price rises, which declined to an annual 5.3 per 
cent last month, were forecast to drop to &£ per 
cent In 1993, 2J5 per cent in 1994 and 2 par cent 
in 1995. “That’s even more optimistic after the 
latest devaluations,” said one bank economist 
yesterday. 

The economic growth targets of 1.6 per cent 
next year, 2.4 per cent In 1994 and 2.6 per cent 
In 1995 are also seen as being on the bright 
side. Most contentions of all the assumptions 
was the outlook for Interest rates, which under- 
lie all the forecasts. 


able to exploit this as a desper- 
ate but ultimately powerful 
card to sustain his govern- 
ment. His departure would pro- 
foundly damage Italy's interna- 
tional credibility and confirm 
market scepticism that the 
country is incapable of provid- 
ing stable governments. 

Moreover, Prof Amato has 
said on several occasions that 
a new government would 
merely face tbe same set of 
problems, and almost certainly 
have to adopt similar polities. 
Whatever the outcome of the 
French referendum on Maas- 
tricht on Sunday and 
short-term developments in the 
Exchange Rate Mechanism, 
Italy will still face external 
pressure to tackle its disas- 
trous public finances and 
reduce the public-sector deficit 

This Is set to shoot beyond 11 


tate against a change of gov- 
ernment now. A new govern- 
ment would first have to look 
to the narrow 1 6-seat majority 
provided by the present coali- 
tion of Christian Democrats, 
Socialists, Social Democrats 
and Liberals. Alternatively, 
there would be an attempt to 
establish new alliances, per- 
haps across party lines, with a 
break in the existing structure 
of both the Socialists and 
Christian Democrats. 

Inevitably, this would be 
time-consuming and probably 
accelerate fresh elections - 
and none of the big parties is 
in fit shape to go to the coun- 
try. They have no money and 
are split internally, with the 
exception of the emergent 
Lombard League. Their leader- 
ships are discredited in the 
public’s eye both for clinging 


gar ignore this huge ground- 
swell of discontent over their 
incompetence and excessive 
privileges, treating the state as 
their personal war chest This 
week parliament rescinded 
plans to award its members an 
extra L750.000 (£335) a month 
in allowances a n d refused the 
pay rises of as high as L62m a 
year, backdated to 1991, 
granted by the Andreotti gov- 
ernment to the heads of state 
companies. 

Prof Amato has garnered 
considerable public support by 
presenting his as a techno- 
cratic government trying to 
tackle long-ignored problems. 

_ He may not obtain from par- 
liament the emergency powers 
he wants to take economic 
decisions without resort to 
long parliamentary procedures. 
But he looks set to have parlia- 


ment’s endorsement far funda- 
mental reforms of four areas 
eating away at the budget - 
pensions, public health, tbe 
civil service and regional 
administration. ... 

The government foces two 
immediate .issues. The first , 
concerns the' 1993 budget and 
(he extent to which efforts to 
find nearly HOO.OOObn to hoM 
down the deficit convince foe 
markets - which may be In 
the mood to feel that nott 
is enough. The second centres 
oh the impact of the devalua- 
tion and floating of the fin- lb 
foil to a. more realistic level 
an effective devaluation of at 
least 15 per cent against foe 
D-Mark, economists argue 
could make up for tbe. inade- 
quacy of Monday's 7 per cent 
realignment. 

But equally, such a fell 
might have a greater inflation- 
ary impact, despite tbe domes- 
tic recession, than the govern- 
ment can control A central 
pillar of government policy in 
holding down prices Is a tripar- 
tite agreement with the unfims j 
and employers. An outline deal 
reached In July de-indexing 
wages now looks fragile - 
especially if the unions judge jj 
the government unable either ” 
to keep inflation below 5 per 
cent or to ensure the, sacrifice 
will be borne equally by every- 
one. 

Beyond this, the reactions of 
ordinary Italians are hard tp 
predict. They have seen the 
wealthy scramble to get 
money out of the country 
while they themselves are <foly 
Just beginning to realise the 
scale of the crisis engulfing 
Italy. But soon there will be 
higher taxes, more unemploy- 
ment and the soft living start 
dards, taken from granted after 

decades of growth, will -l* 
eroded. 


Franco-German alliance is still Europe’s motor 


T HE European currency cri- 
sis inevitably raises a big 
question mark over the 
future prospects of the 
European Monetary System (EMS). 
When two of the participants are 
abruptly forced out of the Exchange 
Rate Mechanism, In a free float 
which their governments desper- 
ately wanted to avoid, and a third is 
forced to devalue as a by-product, it 
is obvious that there was something 
deeply wrong with the way the sys- 
tem was functioning, and quite 
likely with the system itself. 

But to go on to argue, as some 
commentators have done - that 
floating sterling automatically spells 
the end of the ERM, consigns to 
oblivion all plans for economic and 
monetary union in Europe, and ren- 
ders wholly superfluous the French 
referendum on Sunday on the Maas- 
tricht treaty - that seems a leap too 
for. Above aH it is characteristically 
and damaglngly anglocentric. 

Take the Maastricht referendum 
first This week's currency storm 
may well have repercussions on $un- 


r 

British problems will not kill Maastricht or the ERM, Ian Davidson argues 

day’s vote, but it would take a wise running bankruptcy of British eco- may well be able to sustain the cen- strategy is the political all 


day’s vote, but it would take a wise 
man to predict with any confidence 
whether these would be more likely 
to strengthen the Yes or the No ten- 
dency. 

The anti-Maastricht camp may 
claim that the crisis shows you can- 
not believe the British or trust the 
Germans; but the pro-Maastricht 
lobby will surely claim thud France 
has been largely protected from the 
storm precisely because it has stuck 
close to Germany, with a hard-franc 
policy whose credibility is based on 
many years of a consistent Eurocen- 
tric economic policy. 

How the votes will react to these 
contradictory arguments must be a 
matter of pure speculation. The No 
vote may well be fuelled by the 
belief that the policy of European 
economic convergence is responsible 
for low growth mid high unemploy- 
ment It is not immediately obvious, 
however, why French voters should 
take this latest episode in the long- 


running bankruptcy of British eco- 
nomic and monetary policy as an 
additional reason for rejecting the 
Maastricht treaty. 

On the contrary, they might con- 
clude that the Exchange Rate Mech- 
anism is a reassuring port In the 
storm, and that the case for Emu 
remains exactly where it was before, 
as argued in the Delors Report the 
opening of a single European mar- 
ket, frith free movement of goods 
and capital, and linked exchange 
rates, requires much greater eco- 
nomic coordination and probably a 
single monetary policy. 

There is just one proviso; the 
treaty recognises that some Euro- 
pean economies might not be in any 
shape to accept the corresponding 
disciplines, and makes explicit provi- 
sion for the possibility of a two-speed 
monetary union. This week’s cur- 
rency crisis has Just proved the 
hypothesis in spades. But Germany, 
France and the Benelux countries 


may well be able to sustain the cen- 
tral core of the ERM, and there is 
nothing in the sterling crisis this 
week to prove that they could not 
take a new step forward towards 
monetary union later this decade. 

M ost extraordinary 
among the aspects of 
the British govern- 
ment’s performance 
this week was its attempt on 
Wednesday night to have the entire 
ERM system suspended until after 
the French referendum- The most 
probable consequence of a tempo- 
rary suspension of the ERM is that it 
would prove permanent, and there 
would be no ERM to return to. 

The more fundamental point is 
that Maastricht is an essentially 
political treaty, the culmination of a 
shared strategy of European integra- 
tion, developed by the founding 
members of the Community over tbe 
past 40 years. The motor of that 


strategy is the political alliance of 
France and Germany, which has 
consistently led the way for the 
development of the Community, but- 
tressed by their association with 
Italy and the Benelux countries. 

It is hard to predict in detail just 
how these core countries will 
attempt a rescue if the French elec- 
torate turns against the treaty on 
Sunday; it is difficult to see how the 
Community will keep the treaty on 
the rails even if the result is Yes. 

But, among all the options avail- 
able, the one which seems most 
unlikely is that France should aban- 
don its strategy of a tight alliance 
with Germany. Conversely, it is 
almost as unlikely that Germany 
should abandon its strategy of. a 
tight alliance with France. 

The Germans have some tempta- 
tion to turn inwards, to their unifica- 
tion problems, and some temptation 
to assort a bigger international role 
for Germany, as at the UN. But, at 


the end of the day, the Germans and 
the French are almost certain to 
revert to their joint alliance as their 
top foreign policy priority. 

The Germans have no alternative 
that looks equally plausible in the 
medium term: the French have no 
alternative at alL 

This week's British proposal for a 
suspension of the ERM was a trans- 
parent attempt to prevent the 
appearance of too obvious a two- 
speed Europe, with Britain (and 
Italy) consigned to the slower track. 
The hard political fact is that there 
has always-been a two-epeed Europe, 
and Britain has always been, on the 
slower track because that is the 
European speed it has preferred. 

Prime Minister John Major has 
repeatedly said his aim was to put 
Britain at the heart of Europe, and 
he continues to repeat his commit- 
ment to the principle of the ERM. 
But the heart of Europe is defined by 
the relationship of France and Ger- 
many, and it is their relationship 
which will determine the future of 
the Community. 
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Breaking out of D-Mark’s orbit 


"Countries^: which ham, not without success, mounted domestic 
battles against inflation would, by dev a luin g, place at risk the 
success of these policies. They have good reason to avoid this 
solution. Bui, according to circumstances, that is not always possi- 
ble.” - Mr Helmut S chle s i nger. president of the Bundesbank, in 
speech In Kiel. September 14, 1992. 


T HIS MONTH'S foreign 
exchange turmoil illus- 
trates the awesome 
speed with which monetary 
upheaval can spread through 
the continent. 

The Bundesbank has' become 
increasingly auspicious of the 
way that the European Mone- 
tary System (EMS), set up in 
1979, has during the 5% 
years started to develop into a 
r jfixed exchange rate system. 

Mr Helmut Schlesinger, pres- 
ident of Germany’s Indepen- 
dent central bank, outlined in 
Kiel how countries which h«d 
registered higher inflation 
than Germany since the last 
full-scale realignment In Janu- 
ary 1987 would sooner or later 
have to devalue. 

Aided by his own well-publi- 
cised hints the next day of a 
sterling devaluation, Mr 
Schlesinger*s predi c tio n 
true - possibly, more quickly 
than the 68-year-old Bundes- 
bank chief could imagine. 

During the last five years, 
most western European coun- 
tries, either directly through 
the SMS’s Exchange Rate 
Mechanism, or indirectly 
/hrough unilateral pegging 
arrangements, have anchored 
themselves to the D-Mark. 

A primary motivation has 
been to prepare for the EC's 
goal of economic and monetary 
union (Emu) - a goal which 
the Bundesbank has long 
regarded with ill-disguised 
antipathy. 

Within the space of Just over 
a week, the Bundesbank has 
helped orchestrate two impor- 
tant coups. What had previ- 
ously appeared a relatively 
well ordered system of Euro- 
pean exchange rates has sud- 
. denly crumbled. 

1 Y Into the EMS, the Bundes- 
' bank has injected a large 
amount of greater flexibility. 
Into the debate about Emu, it 
has brought a sizeable dose of 
realism about the feasibility of 
the timetable for moving to a 
single currency by the end of 
the century. 

Successive waves of financial 
market speculation have 
wasted through the currency 
defences of four countries, and 
severely tested several others. 

The EMS, which Mr John 
Major, the. UK prime minis ter, 
two years ago caSed "a mod- 
ern-day gold standard with the 
D-Mark as the anchor”, is rap- 
idly losing the “softer”, more 
inflation-prone currencies at 
its periphery. 

Finland has severed its uni- 
lateral tie to the European cur- 
rency unit Italy has devalued 
within the EMS by 7 per cent, 
and is floating - it says - 
until Tuesday. Spain has deval- 
ued by 6 per emit And Britain 
has decided to float sterling 
until “market conditions'* per- 
mit re-entry to the system. 

The Swedish krona has 
maintained its unilateral link 
to the Ecu only by dint of mas- 


sive foreign exchange interven- 
tion and overnight interest 
rates of 500 per cent Taking 
into account the intervention 
necessary, to bolster Nordic 
currencies outside the ERM as 
well as the support for weak 
currencies within the system, 
total European exchange rate 
intervention is estimated at 
DM60bn to DMTObn over the 
last few weeks. 

In an exchange rate system 
unprotected by any form of 
controls on capital movements, 
central banks’ support ammu- 
nition has been rapidly spent 
Intervention has had no impact 
on the tendency for the EMS to 
split between the "hard core" 
grouped around the D-Mark - 
principally, the Benelux coun- 
tries, Denmark and France - 
and the “wider orbit” curren- 
cies outside. 

Yesterday, as the Danish 
krone and Irish punt fell to 
their lowest permitted levels 
against the D-Mark, and the 
French franc a7«=n came under 
pressure, the EMS’s centrifugal 
forces again came to the fore. 

E ven if France votes Yes 
to Maastricht at Sun- 
day's referendum - an 
outcome which could obviate 
the need for a further formal 
realignment - the ERM as it 
has existed since 1987 now 
looks unlikely to reappear. 

“The EMS seems to be going 
back to what it was originally', 
a zone of exchange rate stabil- 
ity with frequent exchange 
rate changes by mutual con- 
sent,” says Mr Brendan Brown, 
economist at Mitsubishi 
Finance In London. “The Bund- 
esbank want s to have the best 
of both worlds - it wants the 
system to be flexible enough to 
allow it to ran its own mone- 
tary policy, but not so flexible 
as to lead to competitive deval- 
uations which would be harm- 
ful for German exporters.” 

In the Imtiw and tougher 
ERM, the members most likely 
to keep their places aze those 
which, virtually without condi- 
tion, place control over their 
monetary affairs in the Bund- 
esbank’s hands. For all practi- 
cal purposes, these “hard core” 
countries are now the only 
ones that will proceed towards 
Emu. 

France, which has weathered 
a much less severe economic 
downturn than Britain in its 
quest for low inflation, has 
lately shown great restraint in 
pressing its desire for interest 
rate cuts. As a reward, 
France’s credibility has risen 
on the foreign exchanges. This 
is a vital condition for French 
success in achieving its 
long-term goal of Emu - a 
step which would involve a col- 
lective European central bank 
taking the Bundesbank’s posi- 
tion as Europe's monetary 
arbiter. 

Before it can reach this desti- 
nation France must, however. 


The D-Mark's gravitational pull 



German D-Mark 
3s 5% Inflation (Aug). 
Last devolution 1949. 


’ Dutch Guilder ... 

"-3.5% inflation (Aug). Centra? bank - - 
. ddse sateWe of Go rrtarr Bundesbank. 


■Belgian Franc 
2.1% inflation (Aug)- Prone to 
frequent Jttera early 1980s but:- 
■closely pegged to DM since 1990. 




Series Franc 

v - 3.5% inflation (Aug). Follows . . '• V/ 

• - , Bundesbank poficy buttracS ti on a l . . 
•?. anti-inflation credrbffity has declined. 


Austrian Schilling 
4.0% Inflation (June). Not In 
.‘ERM but has tracked DM since 1979. 



. -french Franc •. 

•V 2.7% inflation (Aug). In 
• Bundesbank orbit after three 
; dwahiatJona 3981-83. Last. 
... devaluation 4986. . 


Danish Krone- 

'22% Inflation (July). Devalued 
■ steflmds 1979-83. Credlb% 
Since 1987 reflects tough fiscal 
and monetary policy. 


Irish Punt. 

3.6% Inflation (2nd Qtr), Steady 
orbK since 1979 ERM . 
membership, due to large 
capital inflows. - 
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Bated lira. -. 

5.2% Inflation (AugX ERM . 
member wNh wide bands 
1979-1990. frequent - 
- devaluations* Iast 7% on Sept 13. 
Membership suspended. - \ . 


Spanish Peseta • 

52% Inflation. (July). ERM 
member with wide bands 
.sinceJufy 1989: Devalued 
5% Sept 17. 
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surmount some important hur- 
dles. Through its stern efforts 
to bring down German infla- 
tion during the past two years, 
the Bundesbank has effectively 
exported deflation to other 
ERM members. 

This process is likely 
to continue - even though the 
Bundesbank will almost cer- 
tainly m»vntaVn gentle down- 
ward pressure on interest rates 


in the coming months. 

As a result of the financial 
pressures in Germany caused 
by German unification, mem- 
bers of the ERM will continue 
to pay a price for the privilege 
of allowing the Bundesbank to 
decide their monetary policies. 

At the same time, the “outer 
orbit" countries which have 
devalued may experience - at 
least in the short term - a 


pick-up in their economies. If 
this happens, electorates in the 
“hard core" may look out with 
some envy to the edges of the 
D-Mark solar system - and 
wonder whether there may not 
be, after all, some advantages 
in seeking to break free from 
the D-Mark’s gravitational 
puH 

David Marsh 




THUS IS the edited test of the statement issued by the 
European Community monetary committee after its 
meeting early yesterday. 

“The ministers and central bank governors of the 
member states of the European Community, after 
consultation with the monetary committee of the 
European Community, have taken note of. 

• The derision of the United Kingdom authorities to 
suspend in present circumstances the participation of 
then- currency In the exchange rate mechanism; 

• The subsequent derision of the Italian authorities 
to abstain temporarily from intervention in the for- 


eign exchange uwhwib. 

They all stress their unanimous commitment to the 
European Monetary System as a key factor of eco- 
nomic stability and prosperity in Europe. 

The authorities of those countries which, observe the 
intervention obligations of the exchange rate mecha- 
nism urge the resumption of the full participation of 
the pound s terling ana of the lira as soon as possible. 

At the request , of the Spanish authorities, the minis- 
ters and central bank governors have further, hr 
mutual agreement following a common procedure 
involving the Commission, and after consultation 
with the monetary committee, derided on a realign- 
ment within the exchange rate mechanism of the 
EMS. 

The bilateral central rates of the Spanish peseta 
have been reduced by 5 per cent. . _ _ 

The agrinumetary consequences will be ex ami ned by 
the competent bodies.*' 


British effort to suspend 
mechanism quickly rebuffed 


By Andrew HOI in Brussels 

BRITAIN’S attempts to 
persuade its EC partners to 
suspend the European 
Exchange Rate Mechanism 
were quickly rebuffed by 
senior treasury and central 
hank officials at their crisis 
meeting, it emerged yesterday. 

The ECs secretive monetary 
committee, which in effect 
manages the European mone- 
tary system, took just under 
six hours to frame a communi- 
que aimed at soothing the tur- 
bulent currency markets. 

The crisis meeting was 
already the EC’s worst-kept 
secret when it began just 
before midnight on Wednes- 
day. It ended at 530am yester- 
day under the glare of televi- 
sion arc lights, when the 


committee opted to endorse 
suspension of ERM member- 
ship for sterling and the lira, 
and devaluation of the peseta, 
rather than temporary suspen- 
sion of the whole grid system. 

The British plan - which 
would have allowed the 11 cur- 
rencies to find their own level 
in the markets - was appar- 
ently backed by the Italians 
and Spanish. But their part- 
ners rejected what was seen as 
an attempt to save political 
face at home, and a threat to 
the future of the EMS. 

“[Suspension] would have 
been really awkward,” said one 
senior central bank official yes- 
terday. “If one had embarked 
on general floating [of curren- 
cies], one would really have 
undone the whole structure." 

Officials yesterday claimed 


that the atmosphere of the 
meeting had been compara- 
tively calm and free from 
recriminations. 

British officials claimed that 
other EC members had 
repeated calls for lower Ger- 
man interest rates - without 
making any headway. 

It was clear that political 
considerations had a strong 
influence, including the need 
to be able to reaffirm economic 
and monetary union (Emu) as 
a legitimate goal of the Com- 
munity. 

Asked as he left the meeting 
if the committee’s decision 
marked “the end of Emu", Mr 
Horst Kohler, German state 
secretary of finance, said the 
meeting was simply “the con- 
tinuation of good co-operation” 
among the 12 . 



Spain tries to avoid 
interest rate rise 


By Peter Brace and 
Tom Bums In Madrid 

THE SPANISH Government 
was yesterday trying hard to 
stave off a rise in interest rates 
after agreeing to a 5 per cent 
devaluation of the peseta at 
the emergency meeting of the 
EC monetary committee in 
■Brussels in the early morning. 

By late afternoon, the Bank 
of Spain is understood to have 
injected some $l 2 bn into the 
interbank market to dampen 
strong pressure for higher 
rates. The central bank, 
though, said it had not inter- 
vened in the foreign exchange 
markets and the peseta showed 
some signs of stabilising 
around Pta70 to the D-Mark, 
well down on its new parity of 
Pta68.4 but still comfortably 
clear of Its Pta72£ floor. 

The Spanish authorities are 
hoping desperately that the 
devaluation agreed in Rnnwia 
would see the currency 
through at least the rest of the 
week, until toe French referen- 
dum on the Maastricht treaty 
on Sunday. Upward pressure 
on rates in the Interbank mar- 
ket showed there were still 
worries about the fete of toe 
Spanish currency ahead of the 
French vote. 

Spanish officials went to 
Brussels on Wednesday night 
determined to remain in the 
exchange rate m^hanism and 
there was considerable satis- 
faction in Madrid yesterday 
that this had been achieved. 
“ERM membership is the big- 
gest asset Spain has,” said Mr 
Jaime de Pinies, chief econo- 
mist at Banco Santander de 
Negocios. 

Turmoil 

fuels 

French 

campaign 

By David Buchan in Parts 

RIVAL campaigners in the 
French referendum on the 
Maastricht treaty were yester- 
day quick to exploit the Euro- 
pean monetary turmoil to bol- 
ster their respective cases, 
with toe Yes camp railing for 
the stability of a single Euro- 
currency and the No group 
casting new doubt on the feasi- 
bility of such a unit. 

Most, however, seemed 
agreed that the outcome of 
Sunday’s vote was as impor- 
tant as ever for France and 
Europe. 

Mr Pierre Beregovoy, the 
Socialist prime minister, 
warned that a No verdict in 
Sunday’s referendum on Maas- 
tricht would create fresh “diffi- 
culties” for France and other 
European countries. 

For the RPR, the largest 
opposition party, Mr Edouard 
Balludur, a former conserva- 
tive finance minister, said the 
crisis on toe money exchanges 
“shows we have even more 
need of Europe, of greater co- 
ordination among us, without 
which we are condemned to 
disarray”. 

Le Monde said in an editorial 
that “the bursting apart erf the 
European Monetary System 
indicates that a certain num- 
ber of countries - grouped 
around Germany and France 
- could rapidly create a uni- 
fied monetary zone" in a two- 
speed Europe. 

Mr Jacques Barrot, parlia- 
mentary leader of the 40 cen- 
trist UDC deputies, said that 
approving Maastricht would 
give a new push towards eco- 
nomic and monetary union, 
which was needed “to bolster 
an EMS which was becoming 
more and more battered”. By 
forging a common Ecu. the 
Community would have a “bar 
of steel" to replace “the chain 
of the EMS, whose links can 
always snap". 

But Mr Philippe Seguin, a 
leading No campaigner within 
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Mr Carlos Solchaga, the 
finance minister, told MPs that 
the government had been 
forced to devalue to protect 
itself against speculators. It 
had been inevitable because 
after the exit of sterling and 
the lire speculators would have 
turned against the peseta and 
an interest rate rise would 
have been unable to prevent 
it. 

Nevertheless, the devalua- 
tion badly undermines Mad- 
rid's long-standing commit- 
ment to a strong currency and 
passes the burden of fighting 
inflation on to the budget. 

Mr de Pinies said he believed 
the Bank erf Spain would need 
to raise its 13 per cent base 
rate by up to 2 percentage 
points if the French vote 
against the treaty on Sunday, 
but warned that this would be 
“a very dangerous thing to do 
as we enter a recessionary 
phase in toe economy”. 

The other solution would be 
to devalue further, he said. But 
the 5 per cent devaluation is 


toe RPR, said the currency tur- 
moil had shown “before our 
eyes" that Maastricht was “an 
historic misconception”. Differ- 
ing economies could not be put 
Into a monetary straitjacket, 
he suggested. He was due last 
night, at one of the few big 
rallies in a campaign that is 
now winding down, to develop 
this them e at Versailles’ Palais 
des Congres. 

Echoing Mr Seguin from the 
other end of toe political spec- 
trum, Mr Charles Fiterman, a 
leading Communist, said that 
developing a single currency 
would not resolve the differ- 
ences between EC economies. 
A French defeat of Maastricht 
would allow “a rapid re-discus- 
sion" of the treaty to develop a 
new European policy. This 
would be better than simply 
“waiting for crises which will 
be inevitable if we advance 
along the lines laid down in 
the [Maastricht] treaty" Mr 
Fiterman added. 

However, Maastricht’s oppo- 


already likely, to add at least 
one percentage point to Span- 
ish Inflation this year said Mr 
Jorge Hay of Banco Central 
Hispano. 

Business insisted that com- 
plementary moves by the gov- 
ernment -were necessary to 
maintain the credibility of the 
new exchange rate. “The deval- 
uation means nothing unless it 
comes together with a budget 
that sharply reduces the public 
deficit and forces through sal- 
ary moderation," said Mr Guil- 
lermo de la Dehesa, chairman 
of Spain's association of cham- 
bers of commerce. 

Mr Solchaga is due to pres- 
ent his 1993 budget to parlia- 
ment next month, a task 
already hampered by huge 
overruns on spending and 
Income shortfalls this year. 
Draft proposals suggest the 
government has been consider- 
ing a nominal Increase in 

spending of 8 per cent but this, 
yesterday, was beginning to 
look distinctly expansionary. 
Mr de Pinies said Madrid 
should now be looking at a 5 
per cent increase “at the 
most". 

Spain's public sector deficit 
in the first half of this year 
was 40 per cent up on 1991 and 
118 per cent higher in the 
month of July. The current 
account deficit in the first half 
overshot official forecasts by 
more than Pta428bn to stand at 
Ptal,405bn. The country Is run- 
ning the second highest trade 
deficit in the west. 

Yesterday's devaluation was 
toe first since Prime Minister 
Felipe Gonzalez* socialist Gov- 
ernment devalued immediately 
after coming to power in 1982. 


nents yesterday displayed 
some nervousness that finan- 
cial fears might tip toe balance 
on Sunday in favour of the 
treaty. Mr Max Gallo, a Social- 
ist Euro-MP, said it was “scan- 
dalous propaganda” for many 
commentators to suggest that 
the uncertainty surrounding 
the French referendum was the 
cause of this week’s “monetary 
storm". 

The currency market 
upheavals underlined the 
importance of monetary and 
economic convergence as an 
Insurance against farther 
shocks, the Patronat employ- 
era’ organisation said. 

Mr Michel Albert, chairman 
of AGF, the state-owned insur- 
ance group, warned that a No 
vote would hit savings and 
property values. The financial 
markets would see “a fall, the 
size of which no one can fore- 
see." Dealers would test the 
franc to toe limit, winch would 
be “tantamount to a devalua- 
tion," he said. 



Trader on toe Paris Bourse checks gyrating prices on the screen 


f Japan backs G7 currency plans 


. By Charles Leadbeater markets, and Mr Tsutomu of the treaty could have on 

bi Tokyo Hate, finance minis ter, said forex markets. Finance minls- 

Japan was ready to hack con- try officials said the G7 meet- 
JAPANESE leaders yesterday carted action to prevent insta- tog would probably draw up a 
threw their weight behind bility spreading. Mr Hata will contingency plan for concerted 
moves for the meeting tomor- meet his US counterpart Mr intervention in Tokyo in case 
row of finntira minis ters from Nicholas Brady, this afternoon, the vote went against the 
. the Group of Seven leading Mr Koichi Kato, chief cabinet treaty. 

Industrial countries, to draw secretary, suggested the G7 Beyond these immediate 
up contingency plans to make might take co-ordinated action worries, the turmoil of the past 
sure European currency insta- to stabilise European curren- week, combined with the bnmi- 
bifity does not spread. des. A senior official at the nence of the French vote, has 

Officials in Japan are con- finance ministry said plans provoked concerns among Jap- 
that the European cur- were being prepared for con- anese financiers, industrialists 
rency crisis may put toe US certed intervention in the and policy-makers, 
dollar under pressure, Tokyo market on Monday in Mr Yqji Tanabashi. vice- 
strengthening toe yen and thus their referendum on Sunday, mi n ister at the ministry of 
pushing Japan towards cutting the French vote against the international trade and rndus- 
Interest rates.- Maastricht treaty on European try, warned that, if toe pound’s 

1 Mr KUbhi MHyazawa, prime integration. suspension in the ERM were 

f minister, said the meeting The Tokyo market would be prolonged. Japan would be 
. tomorrow would dianuea ways the first to feel the violent hurt. One m ain worry is that 
to calm European currency impact that a French rejection the US dollar may soon be 


sucked into the turmoiL That 
would drag in the yen. If the 
French vote against Maas- 
tricht, Tokyo financial analysts 
expect the D-Mark to 
strengthen against the dollar, 
which wonld further weaken 
against the yen. 

A weaker dollar would limit 
the US scope to cut interest 
rates to revive its economy. 
Prospects for a recovery of 
Japan's battered economy 
would be enhanced by higher 
exports to North America, so 
Japan would come under 
strong pressure to cut interest 
rates- Mr Yukio Yanbe, DKB 
Research Institute's chief econ- 
omist, said: “If toe dollar weak- 
ens, a wider adjustment will be 
necessary to prevent the dollar 
falling too far.” 


Camdessus sees stronger ERM 


By Michael Prowse 
and George Graham 
in Washington 

MR Michel Camdessus, 
managing director of tbe Inter- 
national Monetary Fund, pre- 
dicted yesterday that the Euro- 
pean Monetary System would 
emerge strengthened from the 
crisis of the last few days, but 
he blamed unbalanced German 
policies for underlying strains 
in toe currency markets. 

He said “too much of a bur- 
den" had been placed on the 
German monetary authorities 
and “not enough emphasis put 
on budgetary instruments." 

He did not criticise Britain, 
which he praised for having 
taken vigorous steps to reduce 
inflation. “I would not say that 


I am pressing for any kind of 
adjustment effort for Britain,” 
he said. 

Taking a broader view, Mr 
Camdessus said the root cause 
of turbulence in foreign 
exchange markets was exces- 
sive reliance on monetary, as 
opposed to budgetary, policies. 
“If we have problems, it is 
because we have delivered only 
half of what we promised to 
do,” he said, in a reference to 
US as well as European eco- 
nomic policy. 

Mr Camdessus said leading 
countries should not use evi- 
dence of a “hesitant” world 
economic recovery as an 
excuse for delaying action to 
reduce budget deficits. Strong, 
Immediate steps to consolidate 
budgets were an urgent prior- 


ity. Vigorous action to liberal- 
ise labour markets was also 
needed if a resumption of 
world growth was to bring 
about significantly higher 
employment 

He took a resolutely optimis- 
tic view of likely developments 
in the EMS - as did Mr David 
Mulford, US Treasury under- 
secretary for international 
affairs. “No one wants to see 
turbulence in currency 
markets because it can have 
spill-over effects into other 
financial markets if it's not 
addressed. It has been 
addressed," Mr Mulford said. 

He said it was difficult to 
judge the effectiveness of the 
combined lira devaluation and 
German interest rate cut 
agreed last weekend, because 


the turmoil in foreign 
exchange markets in the last 
week had been greatly exacer- 
bated by toe prospect of the 
French referendum on the 
Maastricht treaty, to be held 
on Sunday. 

“I think tbe actions taken in 
Europe in toe past 24 hours 
have been the right ones 
because, in a sense, they sus- 
pend judgment on those issues 
until we can pass this event, 
and they take the pressure and 
the tension out of the system,” 
be said. 

Mr Mulford said toe dollar's 
revival since the weekend 
showed that its earlier weak- 
ness was purely a residual 
effect of European tensions, 
and not a judgment on tbe fun- 
damentals of the US economy. 











FINANCIAL TIMES FRIPA.V SEPTEMBER; 


NEWS: STERLING AND THE UK ECONOMY 


Fund managers pour money into equity market M Moves to cut currency exposure U Dollar strength challenges industry 


City finds new hope amid apparent crisis 


By Maggie Uny 

THE STEEP rise of the equity 
market yesterday might appear 
a perverse reaction to an 
apparent economic crisis, but 
to people in the City the jump 
in shares was entirely logical 
The volume of share trading 
was huge as fund managers 
poured money into the market. 

“It is one of those very rare 
occasions in one's life when 
the world does change over- 
night.” says Mr Nick Knight, 
equity strategist at Nomura 
Research Institute. He has 
been one of the most bearish 
stock market commentators in 
recent months, but overnight 
he has become optimistic. 

He has not had time for 
detailed analysis but says: 
“Forget the numbers. We’re 
bullish!” 

Mr Knight expects a cut in 
UK interest rates from 10 per 
cent to S per cent, perhaps 
today. The reversal from the 15 
per cent interest rate mooted 
only 24 hours earlier could 
hardly be more dramatic. “On 
Wednesday morning the policy 
was low inflation at any price. 
Today [Thursday] it is growth 
at any price. 

“Up till 2 pm on Wednesday 
the government’s performance 
had been incredibly bad," he 
says. “The first sensible thing 
they did was push rates from 
12 to 15 per cent. The next sen- 
sible thing was to walk away 
from it that evening, and the 
third was to cut to 10 per 
cent" 

Mr Alun Jones, UK equity 
research analyst at UBS 
P hilli ps & Drew, is not quite so 
dramatic in his remarks, but 
he, too. believes that the whole 
basis for looking at the market 
has changed. 

He had expected the govern- 
ment to try to defend sterling 
with higher interest rates for 
longer than a few hours, 
although he had assumed the 
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end result would be the same. 
He too is looking for an inter- 
est rate cut - though perhaps 
only of 1 percentage point - 
by the time of the Conservative 
party conference. 

Cynical analysts suggest that 
the best hope the prime minis- 
ter and the chancellor of the 
exchequer can have of regain- 
ing support in the Conserva- 
tive party is to cut interest 


Managers in 
scramble to 
minimise risk 


By Tracy Corrigan 
and Richard Waters 

AS STERLING sank further 
yesterday, foreign exchange 
dealers were not the only pro- 
fessionals active in the market. 
Fund managers and corporate 
treasurers with exposure to 
sterling have had a busy cou- 
ple of days. 

It was a case of trying to 
minimise the risk in a portfo- 
lio," said Mr Terence Prideaux 
of Kemper Investment Manage- 
ment, a US investment house. 
“Given the size of the currency 
flows, any prudent Investment 
manager would have had to 
explore the question of cur- 
rency exposure." 

Another fund manager, who 
said he had taken a position 
against sterling “at the mar- 
gin” to protect a portfolio 
already heavily weighted 
against the pound, said: “Yon 
knew, as soon as 15 per cent 
interest rates were announced, 
that it wasn't sustainable. It 
was just a non-starter.” 

Dealers said that there was 
activity from a wide range of 
fund managers, with Swiss and 
US managers particularly 
quick off the mark. 

While some fond managers 
moved assets between markets, 
others tried to hedge currency 
exposure within their existing 
portfolios. 

“The main focus was hedg- 
ing currencies against the 
D-Mark,” said Mr Axel Ben- 
kner of DWS, the German fund 
management group. 

Corporate treasurers, while 
still assessing the long-term 
effects of recent events on 
their businesses, were also 
active in moving against poten- 
tial short-term exposure in 
recent days. 

“There has been a fair 
amount of activity" among cor- 
porate treasurers, said Mr 
Tony Rice, group treasurer at 
British Aerospace. “Those of 
us with dollar exposure have 
had to sit on our hands for a 
while. Today was an opportu- 
nity to put cover in place at 
much lower rates.” 

However, a number of fund 
managers and corporate trea- 
surers complained that the vol- 
atile market conditions eroded 
liquidity, just when they most 
needed to get their business 
done. 

“The problem we were up 
against is that in times of such 
uncertainty banks are unwill- 
ing to commit themselves in 
the forward market," he said. 

"This morning the long- 
dated forward foreign 
exchange market disappeared 
and the sterling swaps market, 
was gone for several hours." 


rates before the conference 
begins on October 5. 

An interest rate fall needs to 
work through to a mortgage 
rate reduction before consum- 
ers’ willingness to spend is 
likely to recover. 

The equity market is now 
looking for a recovery in com- 
pany profits, firstly from the 
effect of translating profits 
made abroad into sterling at a 


lower exchange rate. Then 
comes the benefit of a weaker 
pound to companies that 
export and those which com- 
pete with imported goods. 
After that, a resumption of 
growth in the economy expec- 
ted from lower interest rates 
should begin to feed into com- 
pany profits. 

An immediate boost will 
come for companies that trans- 


late their overseas profits into 
sterling at year-end rather 
than average exchange rates. 
Mr Jones says that whereas a 
week ago stockbrokers were 
forecasting lower profits for 
the market as a whole In 1992, 
it is now possible to look for a 
small rise. 

In 1993, UBS P&D reckon, a 
10 per cent devaluation in ster- 
ling would add 6 per cent to 


industrial profits. Further, a 
revival in the economy should 
be possible without an immedi- 
ate increase in inflation. “The 
economy is so weak that infla- 
tionary pressures are snuffed 
out for quite a while.” 

The equity market had been 
a little uncomfortable about 
the idea of persistent low infla- 
tion. Equities have been 
regarded as a hedge through 


the high-in fiation years, and 
performed well relative to fixed 
interest securities. 

Favoured sectors and stocks 
are those with big overseas 
earnings or which compere 
internationally, and among 
mainly domestic companies, 
those in cyclical industries. 

During the recession, fund 
managers shifted the weight- 
ing of their portfolios away 
from cyclical stocks to the 
so-called defensive sectors - 
companies that should do well 
even in more difficult times, 
such as drug companies, food 
retailers and utilities. 

Yesterday the switch back 
began. As Mr Knight put it: 
“Sell defensives; there is noth- 
ing to be defensive against " 

Rises were seen in the share 
prices of companies with targe 
US earnings, such as Tomkins, 
Siebe and United Biscuits. 
Coats ViyeLla gained both from 
its dollar exposure and because 
it competes in the UK with 
imports, as does British Steel, 
another gainer. 

Also well ahead were compa- 
nies in the building sector, 
such as Blue Circle, which 
would benefit from lower inter- 
est rates, and, in furniture 
stores, MFI rose strongly. 

Defensive stocks were left 
behind in the general surge. A 
few shares even fell yesterday, 
particularly in UK-orlented 
companies and utilities such as 
Northern Foods. Sainsbury. BT 
and some water stocks. Marks 
and Spencer shares rose less 
than the market 

Also gaining were some of 
the banks, whose exposure to 
bad debts is now perceived to 
be less serious. There were dra- 
matic increases in the prices of 
smaller property companies, 
such as Stanhope and Rose- 
haugh, which had been 
regarded as high-risk invest- 
ments when the outlook was 
for interest rates to remain 
high. 


Even in the spot foreign 
exchange market - the 
world's most liquid market, 
trading became more difficult, 
as the margin between buy and 
sell prices on the dollar/ 
sterling rate, normally between 
3 basis points and 10 basis 
points, went up to 50 basis 
points. 

In those conditions, some 
treasurers d e ci de d that discre- 
tion was the better part of val- 
our. 

“We were reluctant to deal in 
a disorderly market." said one 
corporate treasurer at a UK 
company, “so we decided to 
stay on the sidelines until 
things calmed down." 

Corporate treasurers and 
fund managers often hedge 
exposure in the options mar- 
ket. 

However, the recent level of 
volatility - and growing 
de m a nd as sterling came under 
increasing pressure in recent 
weeks - pushed prices up to 
extremely high levels, which 
makes it uneconomical to 
hedge using options. Instead, 
activity has been concentrated 
in the forward foreign 
exchange market and even in 
the spot market contributing 
to the pressure against the 
pound. 

The surge of volume in the 
foreign exchange market cou- 
pled with the widening of 
spreads (essentially, the fees 
charged by banks) will sub- 
stantially have boosted trading 
profits at banks. 

But the biggest source of 
profits for foreign exchange 
traders, at least on Wednesday, 
was that, in spite of tumul- 
tuous market conditions, they 
found themselves with a 
one-way bet, as the Bank of 
England proved an unlimited 
buyer of sterling throughout 
the day. 

Total central bank interven- 
tion on Wednesday alone may 
have topped £20bn. 

A senior executive in one of 
London's moneybroking firms, 
which are reckoned to handle 
around 40 per cent of foreign 
exchange business on a typical 
day. said that the leading brok- 
ing firms alone had handled 
more than £10bn of sterling 
purchases by the Bank of 
England on that day. 

As tiie Bank intervened in 
the market, offering to buy 
sterling in minimum amounts 
of £30m - compared to a nor- 
mal market size of £5m-£l0m - 
it found a succession of banks 
and corporate treasurers will- 
ing to sell 

“Every bank around the 
world had taken a position 
against sterling," the broker 
said. 



Traders turn a swift 
foreign exchange profit 


LydU wm dar Mw 

John Baneijee of Chemical bank: “We've all just pitched in” 


By Tracy Corrigan 

AFTER 12 hours at his desk on 
Wednesday Mr John Banerjee, 
a 24-year-old foreign exchange 
dealer at Chemical Bank, was 
back in the office at 7am yes- 
terday, taking over from the 
bank’s regular night shift 
He normally concentrates on 
trading the dollar/Swiss franc 
and the D-Mark/Swiss franc 
rates, but in the last few days, 
dealers have abandoned their 
regular patches. 

“We've all just pitched in." 
Mr Baneijee explained. “I’ve 
been trying to arbitrage the 
sterling market" 

Since the Bank of England 
was publicly buying sterling at 
DM2.7780 on Wednesday, deal- 
ers were able to buy sterling 
against the dollar and then sell 
it to the Bank of England, 
earning handsome profits as 
sterling continued to dip below 
the floor. 


As he walked into the office 
yesterday, after the pound had 
been suspended from the Euro- 
pean exchange rate mecha- 
nism. sterling was still being 
sold. 

Although volume had sub- 
sided somewhat, trading condi- 
tions remained difficult 

“The market is very nervous 
today, and it is difficult to get 
people to make prices and diffi- 
cult to get client business 
done," Mr Banerjee said. 

He did not get a lunch break 
yesterday - but then, he never 
does. Instead, like his 
colleagues, he consumes sand- 
wiches delivered to his 
desk. 

Liquidity improved when the 
US market opened around mid- 
day, and by the end of the trad- 
ing day sterling appeared to 
have stabilised somewhat at 
about DM2L63. 

By 4.30pm yesterday the roar 
of orders and price quotes 


across Mr Banexjee’s desk had 
started to subside. Traders nor- 
mally start to leave from 5pm. 
Even when markets are busy, a 
night staff is at hand to take 
over when European markets 
close. 

Mr Baneijee joined Chemical 
Rank two years ago after gain- 
ing a degree in economics from 
Sussex University. 

"When I was at university I 
studied theoretical foreign 
exchange models ” Mr Baner- 
jee remembers. “They may 
have some relevance to the big 
picture, but what people actu- 
ally do in the markets is 
another matter.” 

In spite of his relatively 
short time in the market, Mr 
Baneijee has already experi- 
enced frantic market condi- 
tions. 

“The day after the Soviet 
coup [last summer], the vol- 
ume in doUar/D-Mark was phe- 
nomenal," he said. 


QUOTES OF 
THE DAY 


The ironic Mng is that we 
may get an economic 
recovery because the 
government's policies 
failed 

Ruth Lea, chief economy 
at MRauMaM Beak in 
London 


At the present time l tn 
no benefit in going back 
into the EMS - one man 
has 99 par cem of the 
votes and merman 
resides in Germany ’ 

David Rough, group •• 
director of tavtstmants, 

Legal ft General 


1 think it is unjust to try to 
blame the Germans. 
Everybody would do well 
to analyse themselves 
what should be done in 
their own house 

Tiwo Weigel In Bonn - 


If I have a suggestion for 
the French, it is to think 
about the exact contents of 
- the Maastricht treaty, lo 
read this treaty carefully, j 
Insist 

Margaret Thatcher 


t understand all Lament’s 
colleagues are behind 
him. That's the most 
dangerous place you can 
be In the Conservative 
• Party 

Dr Dorottty Rowe 
psychologist end author 


Let’s not ask more of the 
European Monetary ... . 
System than it can provide 

Jacques Dolors 


The holidaymaker who 
stayed on the beach 
yesterday and didn't 
change any money is the 
l ucky one 

Thomas Cook spokesman 


It has opened up a range 
of new policy options that 
could lead to economic 
recovery by Christmas'- If 
ministers will grasp the 
chance 

DavM HollMay, president 
of the House Builders 
Federation 


I think I’m going to ask for 
my redundancy pay in 
Deutschmarks 

Sophie Niall, 
typographical worker 
facing redundancy, on 
Wednesday evening - 

Actually, change that to 
Swiss francs after what 
happened last night 

Her comment on Thursday 


By Our Industrial Staff 

FOR UK industrialists 
bemused by the continued 
upheaval in European curren- 
cies yesterday, one fact stood 
out like a beacon. The steriing- 
dollar rate is now at $1.77. At 
the start of the month it was at 
$2. Sterling is thus 12 per cent 
lower than it was a fortnight 
ago. 

For reasons that are partly 
historic, the dollar remains the 
most important single cur- 
rency for UK manufacturers 
dealing with the outside world. 
In terms of actual trading, as 
opposed to the translation of 
overseas earnings, a stronger 
dollar cuts three ways. 

It is good for exporters and 
those competing against dollar- 
based goods at home or abroad. 
It is bad for importers. And it 
is decidedly mixed for small 
companies that cannot afford 
sophisticated currency hedg- 
ing, since a switchback dollar 
adds to their trading risks. 

An excellent example of an 
industry that benefits is aero- 
space. This is a business 
denominated in dollars. For 
UK manufacturers, the weak 
dollar has compounded the dif- 
ficulties caused by the reces- 
sion in civil aviation and gov- 
ernment cuts in military 
spending. 

Rolls-Royce, the UK aero-en- 
gine and industrial power 
group, said yesterday that a 
stronger dollar was better for 
the company. “We build In 
pounds and sell In dollars,” a 
Rolls-Royce official said. 

Rolls-Royce said earlier this 
month that the weak dollar 
had reduced Its first-half prof- 
its by £lOm compared with last 


year. The weaker dollar also 
benefited Rolls-Royce’s princi- 
pal US competitors, General 
Electric and Pratt & Whitney. 

A stronger dollar will also 
help UK aerospace companies 
such as British Aerospace and 
components manufacturers 
such as Smiths Industries, TI- 
Dowty and Lucas. 

Sterling's fluctuations will 
have less impact on UK air- 
lines. British Airways 
explained yesterday that it sold 
tickets on both sides of the 
Atlantic. A firmer dollar 
resulted in Improved US traffic 
while a stronger pound boosted 
UK travel across the Atlantic. 
The US currently accounts for 
about 30 per cent of BA’s pas- 
sengers. 

Another beneficiary is tbe 
UK's oil sector, where ster- 
ling's devaluation was warmly 
welcomed. “It’s tremendously 
good news from a sterling ofl 
company's point of view," said 
Mr John Walmesley, the 
finance dirctor of Enterprise 
Oil, the independent oil com- 
pany. “It will provide relief for 
a hard-pressed sector." 

The devaluation will raise 
the sterling price of oil close to 
£12, widely regarded among 
North Sea operators as a “com- 
fort" threshold. 

In the UK motor industry, 
the effects are limited to spe- 
cialist manufacturers, since 
volume exports of cars from 
the US to the UK and continen- 
tal Europe still play only a 
minor role in the European 
market. 

Against that, Jaguar and 
Rolls-Royce Motor Cars, the 
two UK luxury carmakers, will 
both reap benefits from 
lower sterling as Britain's 


main car exporters to the US. 

North America accounted for 
44 per cent of Jaguar’s world- 
wide turnover last year of 
£693m, and the previous steep 
fall in the value of the dollar 
has played a role in its mount- 
ing losses, totalling £226m last 
year. 

For Rolls-Royce Motor Cars, 
the loss-making- subsidiary of 
the UK engineering group 
Vickers, North America 
accounts for about 28 per cent 
of worldwide turnover. 

Jaguar and Rolls-Royce have 
both suffered badly in the 
recessions in the UK and US. 
In North America, however, 
fierce competition has meant 
that there has been little scope 
to raise prices to compensate 
for loss of revenue caused by 
the prolonged foil in the value 
of the dollar. 

Devaluation of the pound 
against the dollar and D-Mark 
will also give an important 
edge to the competitiveness of 
the UK luxury carmakers in 
North America against their 
main rivals, Mercedes-Benz 
and BMW of Germany. 

Among Losers from devalua- 
tion are companies that depend 
on dollar-denominated raw 
materials. 

A good example is UK Corru- 
gated, one of the country's 
largest producers of cardboard 
boxes. The company’s chief 
executive. Mr Pat Barrett, said 
yesterday, “Nobody can make 
any sensible decisions for the 
next io days. I am going to 
play golf all day tomorrow.” 

Mr Barrett's dilemma Is that 
UK Corrugated imports 30 per 
cent of its raw materials from 
the US. Earlier this year the 
company was paying $540 a 


tonne for kraftltner - its basic 
raw material - or £308 at the 
exchange rate then prevailing. 
The supplier's price then went 
up by $40. But because of the 
rise in sterling, the company 
could absorb tbe rise without 
trying to pass it on to custom- 
ers. 

Now, after sterling's fell, UK 
Corrugated Is likely to pay 
about £331 a tonne, a 7.5 per 
cent rise. 

Mr Barrett said yesterday: 
“The government’s policy of 
maintaining the pound in the 
ERM to control inflation was 
absolutely right for my indus- 
try. The strong pound con- 
trolled the cost of Imported 
raw materials. For us, the cost 
of making cardboard boxes has 
gone up 2Yi per cent since 
Tuesday." 

The ambivalent effect of 
weaker sterling on smaller 
companies is illustrated by The 
Rocking Horse Shop, a York- 
shire-based company that 
makes and despatches crafts- 
man-built rocking horse kits to 
the US." 

■ The company's owner, Mr 
Tony Dew, said: "It's knowing 
what prices to quote at the 
time orders are taken which 
gives us the biggest headache." 
Mr Dew said - miscalculating 
exchange rates over the period 
between orders and despatch 
for products averaging 
between £100 and £150 could 
have a marked impact on a 
company with an annual turn- 
over of around £250,000. 

The latest dip in the value of 
the pound, be says, might give 
US export business a boost 
“But then, we buy in some of 
our raw materials from Ger- 
many, so that won't help." 


may rise soon 


By Michael Skaplnker, 

Leisure Industries 
Correspondent 

TRAVEL companies, ever 
eager for early cash, are 
encouraging customers to book 
their summer 1993 holidays 
now. Bargain-hunters should 
do so. 

Holidays prices will probably 
not rise over the next few 
months. But if the pound 
remains weak until Christmas, 
foreign holidays may became 
more expensive and some oper- 
ators might abandon their no- 
surcharge policy. 

The big tour operators began 
selling their summer 1993 holi- 
days last month, most under- 
taking to honour brochure 
prices and not levy sur char ges. 
Many took advantage of the 
dollar, then weak, to offer cut- 
price holidays to the US and 
the Caribbean. 

The weak US currency 
helped to keep down the price 
of holidays to other destina- 
tions, as airline fuel is priced 
in dollars. 

Mr Keith Waller, mark eting 
director of Owners Abroad Hol- 
idays, the second-biggest UK 
travel group, says the large 
companies all bought US cur- 
rency forward when the dollar 
stood at about $1.90 to the 
pound. A stronger dollar will 
not immediately add to the 
cost of providing holidays. 

Even relatively small holiday 
companies see forward buying 
as an essential part of tbe? 
operation. Mr Noel Josephides, 
a director of Sunvil Travel, the 


Business faces up to stronger $ Holiday prices 


specialist operator, says that 
before this week’s currency 
turmoil he had bought forward 
three quarters of the dollars he 
needed for the next year at 
$1-92. He had also bought for- 
ward a third of his Greek 
drachma and half his Portu- 
guese escudo requirements. 

Mr Andrew Wilson, commer- 
cial director of travel agents 
Thomas Cook, says most com- 
panies’ forward ' buying 
arrangements account for only 
65 per cent to 70 per cent of 
their total requirements, so ■ 
that a stronger dollar might 
eventually place some upward 
pressure on prices. 

The large companies will 
issue new editions of their bro- 
chures towards tbe end of .the 
year. Smaller companies pub- 
lish brochures for the first time 
in November. Mr Wilson says 
that if the pound remains weak 
relative to the dollar, prices 
Buy-go up. 

Some companies might not 
offer a “no surcharge” guaran- 
tee with the new brochures, • 
industry officials believe, 
^though the Association of 
British Travel Agents code of 
practice stipulates til * 1 * compa- 
nies must absorb increased 
coats up to a per cant .of- the 
holiday price. If costs rise fur- 
ther they may levy a surcharge 
of up to ip per cent of the hoik . 
day price. 

. Abta members need.the asso- 
nation's approval to kvy surf 
charges. Of the 685 Abta tour 
operators, only five currently 
nave permission to levy sddi- . 
tional charges. - 
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Tory MPs fight 
shy of the ERM 


3UTV 

than 

Brig 
r awaj 


By Davkt Owen 
and ChrtkTifltM 

AS THEY emerged from a 
series of crisis meetings, prime 
minister John Major and chan- 
cellor Norman Lament must 
have been dismayed yesterday 
at their party’s apparent lack 
of enthusiasm for the exchange 
rate mUdutnism. 

In the Constituencies, party 
members were bemused as 
they struggled to make sense 
of events experts on their tele- 
vision screens are unable to 
agree on. 

The average member in the 
last 24 hours is just totally, 
utterly confused, M said Mr Mal- 
colm Griffiths, Conservative 
association chairman in the 
Tory-held Langfaaurgh constit- 
uency. "They don't really 
understand what's going on. 
I'd think that covers a fair 
number of MPs too." 

It is vital to the credibility of 
both Mr Major and Mr Lamont 
that they win their party's sup- 
port for the resumption of ster- 
ling's participation in the 
ERM, assuming the system 
survives the French referen- 
on Sunday. 

The party conference ' In 
Brighton is Just two weeks 
away and in spite of the cabi- 
net's unanimous backing) it 
was clear that It was for from 
shoring up support lower down 
the hierarchy. 

Loyalists like Mr Terence 
Higgins, former chairman of 
the Treasury and Civil Service 
select committee, tried to por- 
tray Tory Euro-Bceptica as a 
hard-line minority who "have 
created a greater impression of 


disunity in the party than in 
feet exists". 

But what was striking yes- 
terday was the extent to which 
antipathy to the mechanism 
and the concept of fixed 
exchange rates appeared to 
have spread beyond the most 
vociferous of the “usual sus- 
pects”. 

Many MPs wanted to see the 
ERM reformed to make it more 
flexible. Such pragmatists are 
the people Mr Major and Mr 
Lamont urgently need to win 
back. 

Sir Ivan Lawrence, MP for 
Barton, and chairman of the 
home affairs select committee, 
was among those Who said the 
ERM was “nothing like flexible 
enough”. 

He said: “We are so much at 
the mercy of gambling by the 
banks - it helps them and hin- 
der ub to have a set level 
below which you couldn't go. I 
have always thought tying our- 
selves into the ERM was not 
good for the economy. My eco- 
nomic betters may have better 
Judgment than 1 but emotion- 
ally I am against it." 

Mr George Walden, MP for 
Buckingham and a former 
junior minister, said the mech- 
anism had to be “rejigged". 
Emu was not "a vary plausible 
aim after all this". He called 
for consideration to be given to 
linking sterling to the 
reformed mechanism “in some 
lower and looser form”. 

Mr PBter Ainsworth, MP for 
ultra-safe Surrey East, said the 
past few days had demon- 
strated that fixed exchange 
rates were “fallible". But he 
hacked the way the govern- 


ment responded to this week's 
crisis. “It was the only option 
yesterday to get out. It is pru- 
dent of the government to 
make It a temporary suspen- 
sion." 

Mr Winston Churchill, MP 
for Davyhulme, also voiced 
strong support for the chancel- 
lor, characterising the govern- 
ment's attempt at honouring 
its ERM obligations as “brave 
but forlorn”. The crisis was 
"likely to prove excellent news 
for those who feared the 
worst”. 

Among those who unreserv- 
edly opposed a return to the 
ERM was Mr John Wilkinson, 
MP for Ruistip-Northwood, 
who said it was “not accept- 
able” for the government to 
“swan" back Into the mecha- 
nism and warned of trouble In 
next week’s Commons debate. 
"They have another thought 
coming If they imagine they 
will have our unconditional 
support” 

Support for a return to the 
mechanism "as soon as we 
can" came from Mrs Edwina 
Currie, MP for Derbyshire 
South and another former min- 
ister. If Britain remained out- 
side the ERM, there was “a 
fear it would affect foreign 
investment”. 

In the constituencies, the 
past two days' events have also 
aroUBed strong feelings. Moves 
towards closer European inte- 
gration have been questioned 
by Borne Tory supporters who 
had not previously challenged 
the concept 

“It's very Bad the stability 
Europe offered has proved to 
be a bit of ad Illusion, " said Mr 



TiMQt HumpivtM 

Michael Heseltine, Kenneth Clarke and Peter Lllley leave yesterday's crisis cabinet meeting 


Harry Davies, chairman of the 
Stockton north Conservative 
association. 

Mr Davies, who is on the left 
of the Tory party, believes the 
crisis will make party members 
reassess their views on Europe, 
and force Conservative leaders 
to review the policy of total 
reliance on inflation control. 


He hopes it will lead to greater 
flexibility. He said: “I Joined 
the Conservative party because 
I didn't like dogma." 

There was a general feeling 
that Mr Major's survival 
dunces were better than Mr 
Lamonfs. 

Mr Davies said he had a "soft 
spot” for Mr Heseltine, 


although many Conservatives 
think him "a little erratic”. 

It was very unlikely that Mr 
Major would go. But he 
warned: "It's a little like foot- 
ball when the team's in trouble 
and the chairman says, I have 
the fullest confidence in the 
manager. And then, the next 
week, he goes.” 


Mortgage 
lenders urge 
new rates cut 


By Andrew Taylor, 
Construction Correspondent 

MORTGAGE lenders and 
housebuilders yesterday 
begged the government not to 
rush back into the European 
exchange rate mechanism. 
They said ministers should 
tulip the opportunity to reduce 
UK Interest rates further to 
ease the burden on home- 
owners. 

Sir Brian Hill, president of 
the Building Employers Con- 
federation, raid: “The govern- 
ment has freed Itself from the 
straitjacket of the ERM and 
now has a golden opportunity 
to put the UK economy on the 
road to recovery." 

Leeds Permanent Building 
Society said: "If we stay out of 
the ERM, It is likely rates will 
fall. If we rejoin, it will depend 
on the terms and conditions, 
but the government will be 
very wary and not want to see 
a repeat of the last few days." 

Sir Brian said confidence In 
the bousing market would 
have sunk even lower as a 
result or the events of the past 
two days. “Even though Inter- 
est rates finished no higher 
than they had been at the 
beginning of the week, 1 cannot 
see anybody wanting to rush 
out and buy a home.” 

The best way of salvaging 
the situation would be to assist 
the housing market. That 
would have a beneficial 
knock-on effect on the rest of 
the economy. “If people arc 


more confident about the value 
of the roof over their heads, 
they are more confident 
about . . . buying other 
goods," Sir Brian said. 

Confidence in the housing 
market was so low that the 
government would need to do 
more than lower Interest rates. 
It should also raise the ceiling 
on mortgage tax relief from 
£30,000 to £60,000 and remove 
stamp duty from house pur- 
chases. 

Sir Brian bIso appealed to 
the government not to ent 
investment in construction In 
the autumn spending round. 
That would be disastrous for 
an industry that had already 
lost 300,000 jobs since summer 
1989. 

Building societies echoed the 
call tor Turthcr Interest rate 
cuts. Mr Peter Robinson, dep- 
uty group chief executive of 
the Woolwich, said: "The 
return to 10 per cent base rates 
is a relief and obviates rate 
increases that would have fur- 
ther depressed the bousing 
market and worsened problems 
of arrears repossessions. 

“This should not mrak the 
underlying need for positive 
action to restore market buoy- 
ancy. Such action should now 
embrace interest rate cuts to 
reflect sterling's lower market- 
related value.” 

Halifax, the country's biggest 
mortgage lender, welcomed the 
return to 10 per cent base rates 
and said there might now be 
opportunities for a further cut. 


Smith makes 


ready for fight 
in parliament 

By tvo Dawnay, have seen off pressure on the 

Political Correspondent pound. 

Raise a sceptical eyebrow at 
IT PROMISES to be an exciting that claim and the next 
debut. At his election as response ia that Labour would 
Labour leader Mr John Smith’s also have used the European 
greatest regret was that he had Community presidency to seek 
no opportunity to tackle the international co-operation to 
prime minister In the dumber bolster recovery across the 
before the Commons rose for Continent 
its summer recess. If that still does not wash, 

Now both he and Mr Gordon the Labour leadership's loyal- 
Brown, fate shadow chancellor, ists Insist that a Smith govern- 
* will make their first appear- ment would at least have seen 
ance on the parliamentary the writing on the wall sooner 
stage In their new roles in next than Mr Major and, if it were 
Thursday's hothouse debate on necessary, raised interest rates 
the economy. earlier to head off a collapse of 

A wounded prime minister confidence in sterling, 
and chancellor will have to Such claims may Just pass 
make their defence in a bear muster as sound bites on the 
pit, aware that many on their news programmes. But they 
own back benches will be as have generated a fair deal of 
sceptical as the opponents they scepticism on Labour's 
face. • • ■ benches, both back and front. 

Yesterday a Labour pack, led Before this week’s debacle in 
by Mr Brown and Mr Smith, the foreign exchange markets, 
were tearing into the corpse of the lobby for a change of tack 
the government economic pol- on ERM policy - and on the 
Icy that died in the foreign whole Maastricht treaty - had 
exchange markets on Black been growing. Mr Bryan Gould, 
Wednesday. the arch-Euro-sceptic, had led a 

In back roams, researchers chorus of frontbench doubters, 
>.< were dredging through recent and overtly pro-Maastricht 
- government speeches for the Labour MPs had questioned 
numerous statements on the the leadership’s line as lacking 
pound and the ISM for ammu- in credibility, 
nltion to fire In, next week's Mr Brian Sedgemare, the for- 
debate. mer anti-European turned qua- 

Yet the smug chorus of “We si-federalist leftwinger for 
told you bo" from Labour can- Hackney South and Shore- 
not disguise the fact that, by ditch, has proved one of the 
insisting' on staying In the most adept at arguing that Mr 
ERM and' opposing devalua- Smith's standpoint baa under- 
tion, Messrs Smith and Brown mined Labour's credibility, 
were genuflecting to the very “What we have been arguing 
exchange rate policy advocated Is that you can have the same 
by their opponents. - fiscal deficit, or perhaps a 

There are plenty of explamt- slightly larger one, significant 
tions for that Not least; if the cuts In Interest rates and still 
Labour leadership had argued maintain the parity of the 
the case for devaluation it pound at DM2.85 - it has been 
would have been accused of moonshine,” he said, 
economic defeatism, of advoca* “Furthermore, some who 
ting stop-go, high-spending pol- have argued it have not 
Ides, even of that unspeakable believed it.” 
sin, “talking the pound down", Labour, he goes on, can say 
Because they did not do so, that it has kept its virility as a 
as one assiduous propagandist non-devaluationist party. But 
pointed out yesterday, “the the downside is that the leader- 
Tories cannot now use the ship must now devise a new 
'party of devaluation* charge grand strategy with its credi- 
as a stick to beat us with". billty Impaired, 

All that bears some truth. How much all that will mat- 
But a credibility problem ter In the debate next Thurs- 
remains over what Labour will day remains to be seen. Cer- 
say when the Conservatives hit talnly the critical spotlight will 
back with the inevitable ques* be on the government, not the 
tlon: What would you have opposition, 
done? With devaluation a fait 

So far, attempts by Journal- accompli and the French refer- 
ists to pose that to the Labour endum outcome creating an 
leaders have been dodged, opportunity to devise a fresh 
Once off the offensive, Mr Labour policy on Maastricht 
Smith and Mr Brown have and the economy, the Com- 
argued that Labour would mons on Thursday will also 
never have found itself In the offer Mr Smith a Godsent 
circumstances that the govern- chance to demonstrate his 
ment encountered on Wednes- debating skills on Mr Major as 
day the prelude to a resounding 

Had they been elected in reception In Blackpool 
April they say, their recovery But already some niggling 
programme Of job creation, fls- doubts over his economic cau- 
cal incentives to industry and tlon and strategic judgment 
other shorter-term measures have been raised. Mr Smith 
would by now have started to knows he must be sure his 
generate enough confidence to shots bit their mark. 
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Global Leaders: 
Maintenance 

Each year, DATAMATION, the world's biggest 
computer trade magazine publishes current rank- 
ings under the title 'Global Leaders', listing the 
'top 1 5 companies worldwide' out of all IT firms in 
the various product sectors. 

The European No.1 
would like 
to thank its clients. 
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By Edward Balls 


CITY speculators have made a 
killing, the government has 
lost face, but for most people 
this week's devaluation of the 
pound od the foreign 
exchanges makes little differ- 
ence. At least for now. 

There will be some immedi- 
ate winners and losers among 
the general public. Those peo- 
ple lucky enough to be sitting 
on an uncashed dollar or 
D-Mark cheque will have made 
overnight windfall gains as a 
result of Wednesday's sterling 
devaluation. People planning 
foreign trips will now find that 
their holiday savings buy 
fewer beers by the beach. 

But, for the majority of peo- 
ple, there are no immediate 
harmful effects and some 
goods news too. 

The chilling prospect of a 
rise In mortgage interest rates 
has receded. Wednesday's rise 
in interest rates, as the govern- 
ment attempted to defend the 
value of sterling against for- 
eign exchange dealers, has 
been reversed. 

Indeed, Life outside the 
exchange rate mechanism may 
allow single-digit interest rates 
in Britain before long were the 


government to choose to post- 
pone Its proposed re-entry into 
the ERM. 

Meanwhile, the domestic 
purchasing power of the 
incomes and savings of ordi- 
nary people will initially be lit- 
tle changed by Wednesday's 
events. Some importers may 
react by raising their prices 
immediately. But the impact of 
the fail in the foreign exchange 
market value of sterling does 
not mean, as Mr Harold Wilson 
pointed out in his prime minis- 
terial broadcast after the 1967 
devaluation, “that the pound 
here In Britain - in your 
pocket or purse or In your 
bank - has been devalued". 

The most important, if least 
obvious, initial effect of the 
devaluation of sterling is its 
impact on the competitiveness 
of UK exporters. The Impact of 
the fall in the sterling 
exchange rate should boost the 
profitability of British export- 
ers of internationally traded 
goods over the coining year. 

The 7 per cent devaluation of 
sterling against the D-Mark 
means that exporters, by leav- 
ing the foreign currency prices 
of their goods unchanged, can 
boost their sterling margins. 
The rise in industrial profit- 
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ability, towards European lev- 
els, should make manufactur- 
ing in the UK more attractive 
and help to close Britain's 
trade deficit 

Unless, that is, sterling's 
devaluation is followed by a 
renewed burst of domestic 
wage and price inflation. That 
has certainly been the British 
experience in the 2 14 decades 
since Mr Wilson's apparently 
reassuring words. 

At home, a pound is now 
worth little over a tenth of its 
1967 value. Its purchasing 


power has fallen by 89 per cent 
since the beginning of that 
year. So a pound earned in 1967 
would buy only 10 pence worth 
of goods at today’s prices, as 
the upper chart shows. 

The fall in the international 
purchasing power of sterling 
has been almost as severe. A 
pound would buy 82J30 worth 
of goods in the US at the begin- 
ning of 1967. Since then the 
pound has depredated by 36 
per cent against the dollar to 
SI. 78, while the fall in the dol- 
lar's domestic purchasing 


power is 77 per cent. As a 
result, the US purchasing 
power of a 1967 pound has 
fallen by 85 per cent. 

The fall of the purchasing 
power of a UK pound in Ger- 
many has been sharper. Ger- 
many has had a slower rate of 
consumer price inflation - the 
domestic purchasing power of 
a D-Mark has fallen by 59 per 
cent since 1967 - but the 
depreciation of the value of 
sterling has been 7£L2 per cent. 
So the overall purchasing 
power of a pound in Germany 


has fallen by 90 per cent 

The devaluation of sterling 
on the foreign exchanges 
means that the amount of for- 
eign goods that a pound ster- 
ling buys has been eroded fur- 
ther. But if the fell In the value 
of sterling is once more fol- 
lowed by higher UK price Infla- 
tion, then the gains in competi- 
tiveness will also disappear. 

One reason for resisting calls 
for a devaluation was that Brit- 
ish manufacturers were not 
uncompetitive in international 
markets. But even if a rise in 


the profitability of exporters la 
needed, a devaluation might 
not deliver that 
The government has argued 
that the beneficial effects of a 
devaluation tend to disappear 
within two years as employers 
and workers increase their 
wages rather than expand 
capacity. Will the combination 
of still high interest rates and 
rising unemployment dampen 
these inflationary pressures? If 
not. then this sterling devalua- 
tion will be no different from 
any other. 


THE format launch of the 
ProShare Association, the new 
movement to encourage wider 
share ownership, has been 
postponed because of the flam- 
clai crisis, Philip Comn 
writ*. The launch was dus to 
be held next Wednesday. - 
ProShare wae set up in Feb- 
ruary with financial backbit 
from the Department of TnSe 
and Industry,- the Slock 
Exchange and a industrial 
and commercial companies 
Mr Geoffrey Mandrell, Pro- 
Share's chief executive, said 
"We are ready to launch the 
association. However, as the 
UK economy is entering 
uncharted territory we hare to 
allow the shorf-tenn issues to 
be rewired. As soon as things 
have quietened down a hit, ne 
will launch the association.' 


Floating voter 
thinks again 


Treasury gurus lick wounds Midlands cheered by 


By Peter Marsh, 
Economics Staff 


AFTER this week's bloody and 
futile battle to defend the 
pound, the senior officials try- 
ing to uphold the currency's 
value have emerged with 
plenty of scars but few hon- 
ours. 

Sir Terry Burns, permanent 
secretary at the Treasury, and 
Mr Robin Leigh-Pemberton, 
governor of the Bank of 
England, held important roles 
as the government on Wednes- 
day twice lifted interest rates 
and spent up to £15bn support- 
ing the pound - only to end 
the day admitting defeat with 
an effective devaluation. 

Sir Terry and Mr Leigh- 
Pemberton were among a small 
group who advised Mr Norman 
Lament, the chancellor, as he 
sought to conduct the govern- 
ment's defence strategy from 
his office In the Treasury. 

Other actors in the drama 
included Mr Andrew Turnbull, 
Treasury deputy secretary in 
charge of monetary policy, Mr 
Alan Budd, Treasury economic 
adviser, and Mr Eddie George, 
deputy governor at the Bank 
and overall supervisor of its 
market operations. 

As the officials yesterday 
licked their wounds, there was 
no shortage of people accusing 
them of having chosen the 
wrong weapons. Many in the 
City reckon the government 
should have put up interest 
rates much earlier in the effort 
to defend the pound - perhaps 
two weeks ago - in an effort 


THE true cost to Britain of its 
vain battle this week to defend 
the pound emerged yesterday 
at about £7 50m, Peter Marsh 
writes. 

That is the estimate of the 
amount by which the pounds 
that the Bank of England 
bought for D-Marks in its 
intervention operations on 
Wednesday dropped in value 
between the start of trading on 
that day and the close in Lon- 
don last night 

In a few hectic hours on 
Wednesday, the Bank bought 
sterling worth an estimated 
£i5bn for D-Marks from its 
foreign currency reserves. The 
operations consumed a large 


chunk of Britain's S44bn fond 
of reserves, as well as perhaps 
a third of the special £7bn for- 
eign currency loan which the 
Treasury arranged earlier this 
month as a “war chest" to 
defend sterling. 

Yesterday’s estimate of 
about £15bn in intervention by 
the Bank - the Bundesbank 
and the Bank of France also 
bought sterling worth perhaps 
a further £5bn - is an 
increase on the earlier esti- 
mate of £9bn. 

The huge intervention effort 
on Wednesday is thought to be 
the biggest action of this kind 
by a central bank to defend a 
currency. 


week's events indicate the 
Treasury's difficulty in assess- 
ing the mood of finan cial mar- 
kets, where many saw big 
obstacles to Britain's maintain- 
ing the high interest rates 
required by membership of the 
exchange rate mechanism at a 
time of deep recession. 

“The position was looking to 
many people increasingly 
untenable," Mr Jeffrey said. 
"We have seen this week just 
how distant the Treasury is 
from the real world." 


prospects for exports 


DON’T mention It, commanded 
Lyn Martin, as tta conversa- 
tion turned to the events of the 
past two days. 

Lyn and her husband Tony 
head the FTa family of floating 
voters. From their home in 
Solihull, West Midlands, they 
watched the spring election 
campaign and then went their 
different ways In the palling 
booth. Lyn voted Conservative 
while Tony voted Liberal Don. 
oerst. - • 

Now Lyn is having second 
thoughts although, she said 
yesterday, “you can never see 
what's going to happen." 


Sterling left 
off grid 


By Paul Cheeserfght, 
Midlands Correspondent 


to convince the markets of its 
willingness to bring out the 
heavy artillery in propping up 
the currency. 

Mr John Shepperd, econo- 
mist at S.G. Warburg Securi- 
ties, the investment group, said 
the initial action of raising 
Interest rates by 2 percentage 
points at around 11 am on 
Wednesday looked “messy" 
and smacked of panic. 

Mr Roger Bootle, chief econo- 
mist at brokers Greenwell 
Montagu, said: "I don't think 
anyone with any knowledge of 
foreign exchange markets 
would have expected the 
actions the government took to 
quieten things down. The Trea- 
sury totally underestimated 
the huge force of the money 
flowing out of the pound via 
the currency markets.” 

One difficulty, according to 


Mr Bootle, is that the Treasury 
has few people with a back- 
ground in financial markets. 
"Time and again in the past 30 
years, we have seen the gov- 
ernment crucified by the mar- 
kets, but the Civil Service 
insists on filling the top jobs in 
the Treasury by people who 
come in with academic back- 
grounds." 

One handicap in recruiting 
such people with a knowledge 
of financial markets to the 
Treasury is the large difference 
In salaries paid to civil ser- 
vants compared with people in 
the City. In recent years, there 
has been a large flow of people 
from the Treasury going to 
work for financial groups, with 
few going the other way. 

According to Mr Richard Jef- 
frey, head of economics at bro- 
kers Charterhouse Tilney, this 


While such criticisms are 
commonly made about the 
Treasury, there are indications 
that some aspects of Treasury 
culture are changing. For 
example, Mr Budd. who «»™» 
to the Treasury last year from 
being economic adviser at Bar- 
clays Bank and is one of the 
few Treasury senior mandarins 
with experience in the finan- 
cial services sector, has insti- 
tuted a series of regular meet- 
ing with top economists from 
companies as ptrt of an 
attempt to find out about eco- 
nomic conditions in industry. 


Mr Gerry Grimstone, a for- 
mer senior Treasury official 
who is now head of corporate 
finance at Schroders, the mer- 
chant bank, said that in spite 
of such efforts a culture gap 
existed between the Treasury 
and the outside world. "Trea- 
sury people are a bit like the 
inhabitants of a monastery 
who think they have all the 
answers. They are the keepers 
of the faith and the others out- 
side are the infidels." 


BUSINESS leaders looked at 
the new world and found it, if 
not good, at least better than 
on Tuesday, or last week - or 
even last month. 

Yesterday's meeting of the 
west Midlands regional council 
of the Confederation, of British 
Industry pondered the fete of 
the floating, devalued pound 
and the government’s stricken 
anti-inflation policy. When par- 
ticipants came out of the coun- 
cil chamber they smiled. 

“The meeting was not 
depressed by any means,” said 
Mr Bryan Townsend, the chair- 
man. 

But manufacturers in this 
traditional manufacturing 
region are far from jumping for 
joy. On the domestic market 
“confidence is low, the state of 
trade is depressed", according 
to Mr Townsend. Yet losing the 
restraints of the exchange rate 
mechanism means opportuni- 
ties for exporters have sud- 
denly emerged. 

“A year down the road, peo- 
ple may be saying this [the 
devaluation] was a jolly good 
thing," said Mr Edward 
Roberts, chief executive of 
Heath Springs, a Redditch com- 
pany which saw orders evapo- 
rate in June. 

Since the early-1880s reces- 
sion, west Midlands manufac- 


turers have become much 
more energetic in export mar- 
kets. Painful bouts of cost- 
cutting have made them gener- 
ally more competitive. 

A devalued currency adds an 
extra competitive margin. Ster- 
ling Tubes, the Walsall steel 
tubemaker, exports 70 per cent 
of its production. Fighting nar- 
rowing margins on an overaup- 
plied market, the company was 
asking Itself, said Mr Bill Good, 
the managing director, “can we 
afford to remain in the US? 
Now we are committed to stay 
- 10 per cent from two dollars 
to the pound is worth £0.5m." 

For Wagon Industrial, the 
Telford group with materials 
handling, engineering and 
automotive interests, devalua- 
tion is "an extremely good 
thing". Not only will it be able 
to export more, but also, said 
Mr John Hudson, the chief 
executive, “the 50 per cent of 
group profits coming from 
overseas subsidiaries will be 
more valuable when translated 
into sterling”. 

The assessment Is widely 
shared. "Zn terms of ua export- 
ing, especially to the US," said 
Mr Steven Mills, managing 
director of Bromsgrove Indus- 
tries, an engineering mini-con- 
glomerate, the lower pound- 
dollar rate “will be much more 
conducive”. 

Although Mr Mills believed 
"something was needed to give 


a kick-start to the economy" 
and that the tower pound "in a 
perverse way will help", there 
remain nagging worries about 
immediate prospects. Treating 
devaluation as broadly good 
news, Mr David Probert, chair- 
man of W. Canning , the speci- 
ality chemicals and electronics 
distribution group, added the 
caveat; “One doesn't know how 
the funny games have affected 
business confidence." 

Mr Roger Pauli, managing 
director of Stuart Crystal, 
feared further weakening of 
consumer confidence. “We’ve 
enjoyed a modest level of retail 
growth this year but a weaken* 
lng of consumer confidence 
could reverse that trend.” 

According to Mr Gilbert 
Johnston, deputy chairman of 
J.C. Bamford Excavators, the 
Staffordshire group, the events 
of the past few days "are not 
going to help the construction 
industry, which is In its worst 
recession since the war”. What 
JCB would like is what many 
others want “It would obvi- 
ously be better for interest 
rates to go down substantially 
to encourage our business and 
everybody else’s," said Mr 
Johnston. 

West Midlands CBI wants 
the government to bear down 
on Inflation by "continuing to 
keep public-sector costs down, 
by keeping wage demands 
down,” said Mr Townsend. 


STERLING is a notable tiara- 
tee from the statistical grid 
issued yesterday by the Bank 
of England showing the new 
Exchange Rate Mechanism 
bands. 

Although both the Italian 
lira and steeling were 
suspended from the ERM, the 
lira Is included in the grid. A 
Bank official said: “The Ital- 
ians insisted that they remain 
in the grid at their old central 
rate." 

A footnote to the grid 
explains that tire Italian naa* 
tary authorities are ignoring 
the bands, in terms of their 
exchange rate intervention pol- 
icy, for the time being. 


Recovery summit 
proposed 


MR Bill Morris, leader of the 
TGWU general union, haa 
called for a “summit for recov- 
ery” involving government, 
business and the nntnniL 

He has written to Mr Nor- 
man Willis, TUC general secre- 
tary, proposing the summit 
"around a consensus agenda* 
with a programme for. eco- 
nomic recovery. 

"We should point out to the 
prime minister that there Is oo 
monopoly on wisdom and that 
only by united action can we 
overcome this economic cri- 
sis,” Mr Morris wrote. 


What the economists have to say now: 



MS 


JEW O’NEILL 
Swiss Bank Corporation: 


ROGER BOOTLE 
Greenwell Montagu: 


GERRY HOLTHAM 

Shearson Lehman: 



PAUL CHERTKOW 
UBS Phillips and Drew: 


Maastricht is essentially 
dead; the French are going 
to vote on something which 
no longer exists. That 
means Britain can concen- 
trate on domestic issues. 
We should let the pound go 
down to about DM2.50 and 
cut interest rates. But 
regaining credibility with 
the financial markets will 
be difficult for the govern* 
ment. If Britain re-joined 
the system too soon we 
could see things go wrong 
disastrously once again and 
the pound could be tipped 
over the edge. From a polit- 
ical and economic view it 
would be better to let the 
pound float. 


The government should 


abandon any idea of retum- 
ERM. It should 


ing to the 
adopt a policy of setting 
interest rates with regard 
to domestic economic con- 
ditions and let the 
exchange rate do what it 
wants. An appropriate level 
for interest rates would be 
6 per cent. At this level I 
don’t think the pound 
would be dramatically 
lower and the Inflationary 
consequences of this strat- 
egy would be comparatively 
minor. I cannot think of cir- 
cumstances better suited to 
a successful devaluation 
than the ones we have at 
the moment. 


A cut in Interest rates 
won’t necessarily lead to 
higher growth if the US 
experience is anything to 
go by. High household debt 
and a weak housing market 
will still act as a constraint 
The only way the govern- 
ment can do anything 
about the situation is either 
to allow inflation to rise - 
not really a viable option - 
or to take over some of the 
private debt and not to 
wonry about the PSBR. 


The main aim for Britain is 
to stimulate recovery under 
an independent Bank of 
England The government 
should cut interest rates 
immediately to 9 per cent 


PETER SPENCER STEVE HANNAH GAVYN DAVIES DAVTT) CiTOpn? 

Kleinworts: EBJ International: Goldman Sachs LondonBu^Taamol 


further 
the 


Ultimately the govern- 
ment has to wait until Sun- 
day to see what happens 
and then try to construct a 
sane European macro-eco- 
nomic policy. 


and then 
7 percent 
year. 

That would mean 
floating to around D 
a level which would 
investor support for 
currency because recovery 
prospects would look an 
awfm lot 1 



better. 


As for the ERM the whole 
system seems to be in dan- 
ger of collapse. There is no 
certainty about the system 
any more. 


1 would not touch the ERM 
with a bargepole unless the 
French vote very positively 
for economic ana monetary 
union. I would go for a sys- 
tem of free floating 
exchange rates with mone- 
tary targets based on a 
wighted average of differ- 
ent monetary aggregates. 
Whatever we do, it will be 
very difficult for us to duck 
Germany’s high interest 
rates, so I doubt that inter- 
est rates will come down 
quickly. I think very strong 
inflationary impulses have 
been unleashed by this 
devaluation. If we cut rates 


Nobody is 
confidence 


the gound would go into 


free 


to have 

le govern- 
ment’s economic policy in 
the years to come and the 
premium we will have to 
pay on sterling as a result 
will be veiy high. But hav- 
ing blown its credibility the 
government might as well 
make the most of the situa- 
tion while it can. Zt should 
introduce a balanced pack- 
age of lower interest rates, 
but at the same time 
tighten fiscal policy. The 

n imment can’t be seen 
e taking all the benefits 
without accepting some dis- 
ciplines. Otherwise we 
could become the banana 
economy of Europe. 


It will be very difficult to 
rejoin the system 
because 1 think the 


of getting back Into the 
same bind 


think the government will 



se policy 

iund ana . 

>wer. They will thetfwaft 


gound jmd interest rates 


The government was rig 
to pursue the policy - 
£'H£?pea n convergen 
within the ERM to arts 
low inflation and a cent] 
role in Europe. The failu 
of this policy following ti 
tical errors leaves ttsEui 
Pean strategy in disarm 
xne government will I 
tempted to resume that p 
icy but that may well be 


rejoin. I don’t think they 
are going to push rates 
below German rates 
because they won’t want to 
see the pound In free fail 
Sterling should settle at 
around DM2^0-DM2-60 with 
rates at around 9 per cent 


The severe dent to credi- 


Mht^ means that a return 


!iRM membership even 
at current levels of the 


pound win mean continued 
^interest rates, 
noiaine hark- economic 


Wing back 
recovery. 
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US trade deficit of $7.8bn 
largest for nearly two years 


By Michael Prowse In Washington 

A SHARP fall in exports in July led to the 
largest US trade deficit for nearly two 
years, the Commerce Department said 
yesterday. 

The deficit rose to $7.8bn compared 
with a shortfall of S8.7bn in June. 

This was the . biggest deficit since 
November 1990 and a worrying indication 
of the difficulty the OS is having in balan- 
cing its external accounts, despite a pro- 
longed slowdown in the country's domes- 
tic economy. 

Hie higher deficit mainly reflected a 
sharp fall in exports which declined 2J2 
per cent to 537-3bn. 

US sales to depressed European markets 
were down sharply. 


However, analysts noted that a big fall 
in exp o rt s of civilian aircraft - a volatile 
component of the figures on a monthly 
basis - accounted for much of the overall 
decline. Sales of aircraft had surged in 
June. 

US imports fell 0.6 per cent to $45-2bo. 
providing more evidence of the weakness 
of the US economic recovery this summer. 
The trade deficit for the first seven 
months of this year was H3.4bn against 
$36. lbn last year, indicating that several 
years of progress in reducing the US 
miw nai (fafldt has ground to a halt 

The poor trade figures are the latest in 
a series of economic jolts for the Bush 

arfmlnid wt l^ T 

Figures earlier this week showed a 0.5 
per cent decline in both retail sales and 


Industrial production in August. Con- 
sumer confidence and industrial orders 
have also fallen recently. 

The consensus view Is still that the US 
economy is growing sluggishly at about 
the 1.4 per cent annual rate registered in 
the second quarter. However, some fore- 
casters are growing more bearish. 

“The latest indicators point towards a 
triple dip for the economy,” said Mr Ed 
Yaideni and Ms Debbie Johnson, econo- 
mists at C J Lawrence, the New York 
broker. They predict "little or no growth” 
in the cur re n t quarter. 

Separate figures yesterday for state 
unemployment insurance claims also 
pointed to stagnant economic conditions 
in the approach to November’s presiden- 
tial election. 


Clinton harried over draft issue 


By Jnrefc Martin, US 
Editor, In Washington 

PRESIDENT George Bush's 
re-election campaign yesterday 
increased the virulence of its 
attacks on Mr BUI Clinton, the 
Democratic candidate, for hav- 
ing avoided the military draft 
23 years ago. 

Mr Bush’s team, confronted 
by a fistful of polls showing the 
challenger consolidating his 
lead, cited in evidence a docu- 
ment published in the very 
conservative Washington 
Times newspaper yesterday 
and written by the former com- 
mander of a reserve unit asso- 
ciated with the University of 
Arkansas. 

Mr Clinton had communi- 
cated with the man in 1969 
about his draft status. 

In the document, dated ten 
days ago, Lt-Col Eugene 
Holmes wrote that he believed 


Mr Clinton had “purposely 
deceived me” by using the pos- 
sibility of joining the reserves 
“as a ploy to work with the 
draft board and delay his 
induction and get a new draft 
classification.” 

Questioning the candidate’s 
“patriotism and integrity,” Lt- 
Col Holmes warned of “the 
imminent danger of a draft- 
dodger becoming US command- 
er-in-chief." He concluded by 
saying that, because of ill- 
health, he would answer no 
more questions on the matter. 

Mr Marlin Fttzwater, White 
House spokesman, said the 
document - published in a 
newspaper deeply opposed to 
Mr Clinton and, though the 
spokesman denied it, possibly 
furnished by the Bush cam- 
paign - went to “the heart of 
wby Bin Clinton should not be 
president of the United St a te s .” 

This week, the draft issue 


has been the principal focus of 
what has sometimes seemed an 
increasingly desperate Bush re- 
election strategy. There is little 
hard evidence yet that it is 
paying dividends. The latest 
national poll, out yesterday, for 
the Wall Street Journal /NBC 
News, has Mr Clinton ahead 
51:41 per cent. little changed 
from its previous survey but a 

cfmaTIpr rpay gin than in most 

other surveys this week. 

It found that doubts about 
Mr Clinton’s character, though 
higher than reservations about 
Mr Bush’s, have not increased 
at all recently. Only about half 
those polled were satisfied 
with his explanations about 
the draft, but a higher percent- 
age was unhappy with Mr 
Bush’s thmial of involvement 
in the Iran-contra scandals. 

A New York Times poll of 
Florida, the fourth largest 
state, found Mr Clinton six 


points ahead, contradicting 
another poll published on 
Wednesday and giving Mr 
Bush a seven-point margin In 
what has long been a Republi- 
can stronghold in presidential 
elections. 

All the polls suggest that 
concerns about the economy 
transcend by far interest in the 
draft question and in the 
Republican emphasis on tradi- 
tional family values. 

This latter point has also 
placed Mr Bush on the spot He 
was expected yesterday to veto 
the recently passed “family 
leave” bill, requiring compa- 
nies with more than 50 employ- 
ees to allow absence from work 
on compassionate and other 
personal grounds without pen- 
alty. 

He will soften this opposition 
by proposing tax credits for 
companies to achieve the same 
end. 



the storm, which swept through on August 24 


Saudi Arabia in political reform move 


By Mark Nicholson, 

Middle East Correspondent 

KING FAHD, the Saudi Arabian ruler, has 
given a further Important nudge to a pro- 
cess of political reforms he began more 
than six months ago by appointing the 
speaker for a proposed new Consultative 

PniinHl 

The King yesterday named Sheikh 
Mohammed bln Ibrahim bin Jubeir, at 
present the Kingdom's justice minister, as 
speaker to the 60-member council which 
was announced, along with the promulga- 
tion of a new Basic Law for Saudi Arabia, 


on March 1. 

Mr Ab dallah bin Mohammed al Sheikh 
is to replace Sheikh bin Jabeir in the jus- 
tice ministry. 

Other members of the council, which 
will for the first time give non-royals a say 
in running the affairs of Saudi Arabia, 
have yet to be named. However, at least 
some of the 60 are understood already to 
have been selected. 

Shaikh bin Jubeir is an expert in Islamic 
law and held the post of chairman of the 
Grievances Council, a special court 
designed to expedite solution of legal, con- 
tractual and financial disputes. He also 


helped draft the new Sharia-based Basic 
Law. 

A consultative council was originally 
promised more than 20 years ago by the 
late King Feisal and the pledge was ful- 
filled only this year by King Fahd. 

Hie new body will have no lawmaking 
teeth, but would have the ability of sum- 
moning and questioning ministers, and 
would be able to hand legislation back to 
the King for review. 

No date has been set for the foil consti- 
tution of the new council, progress 
towards which is expected to be unhurr- 
ied. 


Israel and Syria jockey for 
position over the Golan 

Hugh Camegy on the area’s strategic importance 


YOU don't have to be any 9ort 
of military expert to see what 
excites both Israel and Syria 
about the Golan Heights, the 
bone of contention between the 
two enemies at the Middle East 
peace talks in Washington. 

From the top of. one of a 
string of volcanic outcrops that 
stand like sentinels along the 
Israeli-held ride of die ceasefire 
line, there Is a commanding 
panorama over the Syrian 
town of Kunetra across open 
plains sweeping 60 km north- 
eastwards to Damascus. An 
Israeli tank could reach the 
capital in a couple of hours, a 
most unsettling thought for 
Syria's leaders. 

Equally, the heights form an 
imposing physical harrier 
guarding Israel's north-eastern 
flank. Once down the western 
escarpment of the Golan, the 
way is clear to control vital 
water resources of the Sea of 
Galilee and Jordan River, and 
to run quickly across Galilee to 
the port of Haifa. 

Israel has occupied the 
Golan since capturing them 
from Syria in the 1967 Six Day 
War. It nearly lost them to a 
Syrian tank assault tit 1973, but 
recovered and vowed never to 



relinquish its control. 

Now, however, Syria’s will- 
ingness to negotiate with Israel 
has posed an unprecedented 
challenge to the hitherto 
unyielding Israeli determina- 
tion, in the words of Prime 
Minister Yitzhak Rabin, “never 
to go down from the Golan 
Heights.” Before the latest 
round of peace talks now going 
on in Washington, Mr Rabin 
himself caused uproar at home 
by saying it was clear that 
peace with Syria would require 
“some sort of territorial com- 
promise” over the Golan. 


How will the 
currency reforms 
and the transition 
to market economy in 
Estonia, Latvia and Lithuania 
influence your coming 
business decisions? 

Important reforms are in progress in the Baltic region, 
investors, executives and planners need up-to-date, reliable 
in forma don concerning these dynamic events. 

You will meet die actors dixeedy involved in planning and 
carrying out these reforms. Executives with hands-on 
experience in the region will share their experiences with you. 

Speakers will include Prof Anders Aslund, Bo Kragh, Ulf 
Laurfrt, Dr. Dieter Schulze and senior representatives and 
experts from the national banks of Poland, Estonia, Latvia 
and Lithuania Case studies will be presemedby top executives 
from ABB and Trygg-Hansa/SPP. 

Do not miss this unique opportunity to meet the experts and 
gather first-hand information on this complex, vital subject. 


THE 

BALTIC CURRENCY REFORM 
CONFERENCE 
VISBY, SWEDEN 

14th - 15th OCTOBER 1992 


For further information telefax your name and address Kx 

COBALT 

tax: + 46 498 219865 


Syrian officials yesterday said 
tw o-and-a-Imif hours of talk* 
with Israel on the Golan 
Heights issue had failed to 
make progress and that nego- 
tiations were near deadlock, 
write our Middle East staff. 

Mr Moowafak al-AEaf, chief 
Syrian delegate to the talkv. 

sald there was “no progress 
whatsoever** in yesterday's 
talks, adding that he feared 
the Israeli delegation “did not 
come here with any authority 
to talk about peace and talk 
about all the important ele- 
ments and Issues.” 


At the moment Israel and 
Syria are only at the stage of 
negotiating a joint statement 
of principles that would lead 
on to dealing with the central 
Issue of the Golan. But Mr 
Rabin will then have to reveal 
what compromise he has In 
mind. So for, he has given no 
indication that he would con- 
cede the long-standing Syrian 
demand that Israel withdraw 
from the entire territory. 

However, unlike the other 
occupied territories erf the West 
Bank and the Gaza Strip, there 
is no strong ideological argu- 
ment among Israelis for hold- 
ing on to the Golan. Even most 
of the right-wing and religious 
Israeli nationalists who have 
settled in the West Bank and 
Gaza do not regard the heights 
as part of the biblical Land of 
Israel, or Eretz Israel, which 
must never be relinquished on 
ideological grounds. 

In foot, most erf the 12,000 
Jewish settlors in the Golan 
voted for Mr Rabin's Labour 
party or its left-liberal allies in 
the June election. Most are 
concerned that Israel should 
not give op the Golan and are 
organising a “peace with the 
Golan” campaign. 

Mr Rabin has publicly 
floated the idea of acknowledg- 
ing Syrian sovereignty over 
the Golan on a lease-hack basis 
allowing Israelis to stay, but 
the Syrians have dismissed it 

The key issue remains that 
of military security. 

“Among serious Israeli mili- 
tary analysts there remains a 
consensus that the Golan com- 
prises vital strategic depth for 
Israel,” says Mr Joseph Alpher, 
deputy head of Tel Aviv Uni- 
versity’s Jaffee Centre for Stra- 
tegic Studies. “Even in the mis- 
sile age. It Is crucial to the 
defence of northern IsraeL" 

But Mr Alpher suggests this 
does not imply that Israel must 
maintain a physical presence 
on the heights in the form of 
troops and tanks. He says the 
emphasis should be on enlarg- 
ing the strategic depth erf the 
Golan area by the establish- 
ment of a big demilitarised 
zone covering the heights and 
surrounding territory. 

*ln terms of what the real 
security needs are, this is the 
real issue.” says Mr Alpher. 
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Beyond a welcoming smile. 


At ANA, we understand that your comfort depends on our service. 

And that the quality of our service depends on the quality of our people. 

That is why our staff are selected and trained to be the best in the air. 

You will notice their professionalism in the many small details that make your flight 
so enjoyable. But beyond their ability and efficiency is their sincere desire to help each traveller 
enjoy his or her journey. Because we know each passenger has different needs and tastes, 
we go beyond the expected to treat you as a unique individual. 

Making extra efforts for our passengers is part of who we are. 

And it is also part of the reason why ANA has become Japan’s most preferred airline. 
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Russians set 
for doubling in 
the price of oil 


By John Lloyd In Moscow 

PRICES for oil on the Russian 
domestic market will double in 
the next few days following the 
signing of a decree by Mr Boris 
Yeltsin, in an attempt to pro- 
vide increased income to tbe 
hard-pressed oil producers. 

Mr Alexei Ulukayev, the gov- 
ernment's economic adviser, 
said yesterday after a meeting 
of the Russian cabinet that the 
move would add about 20-25 
per cent to annual inflation. 
Mr Seregei Vassiliev, head of 
the Centre for Economic 
Reform, said earlier this week 
that inflation was presently 
running at more than 20 per 
cent a month. 

The price rise would bring 
the price of oil - presently 
trading at between Rbs 1,800 
and Rbs2J00 a tonne - up to 
Rbs4.000-Rbs5.00a. This would 
mean fixing the state price at 
the price presently obtained in 
the oil exchanges. 

Coal prices are also expected 
to rise by 30 per cent - an 
increase largely caused by the 
government’s agreement to 
pay Increased wages to tbe 
industrially powerful miners. 

Production of oil, Russia’s 
main hard currency export, is 
forecast to fall again this year 
from last year's levels of 460m 
tonnes to 395m tonnes. Mr 
Yegor Gaidar, the acting prime 
minister, said that the lack of 
investment in the industry 
would mean a further 50m 
tonne fall In 1993. 

However, the need to provide 
extra funds to the oil sector 
means a further squeeze on 
consumers, already experienc- 
ing a sharp drop in living stan- 
dards. 

Mr Ulukayev sought to reas- 
sure the public by saying that 
gas and electricity prices 
would not go up. and that sup- 
plies of oil for heating during 
the coming winter were higher 
than the previous year. 

Further evidence of the 
deepening crisis in the govern- 
ment’s finances came yester- 
day from Mr Victor Gerash- 
chenko, the acting head of the 
Russian central bank, who told 
the Itar-Tass news service that 
the government had received 
only 40 per cent of its planned 
income in the first eight 
months of the year. 

He said: “It's possible we will 
be forced to stop spending as 
in the budget and limit our- 
selves to the money we 
receive." One recent estimate 
of the budget deficit stands at 
Rbs950bn. 

Mr Vassiliev said that tax 


Western creditor nations 
should be able to reach an 
agreement on rescheduling 
Russia’s external debt by the 
end of this month, or at any 
rate early in October, a senior 
VS official said yesterday, 
writes George Graham in 
Washington. 

Mr David Milliard, US trea- 
sury under-secretary in charge 
of international affairs, said 
Rasslan debt would be dis- 
cussed at tomorrow’s meeting 
of finance ministers of the 
Group of Seven, with the hope 
of settling the framework for a 
rescheduling by the Paris Club 
of creditor countries. “We 
hope to be able to do a Paris 
Club by the end of this month, 
or if not then, very shortly 
thereafter,” he said. 


revenues were not coming in 
at the rate planned, while 
expected revenues from priva- 
tisation are r unning at less 
than a quarter of the levels 
planned. However, he placed 
much of the blame for the 
gathering financial crisis on 
Mr Gerashchenko, and on his 
policy oF granting credits to 
enterprises and other former 
Soviet republics. 

■ Preparations are now being 
made for the first state visit to 
Britain by Mr Boris Yeltsin, 
the Russian president 

Mr Yeltsin is keen to under- 
take the visit which is planned 
for November 9-11. though a 
final decision has not yet been 
taken by the Russian side and 
British officials yesterday 
would not confirm that the 
visit would definitely take 
place. 

However, plans are being fin- 
alised for the trip which would 
combine a visit to the Queen, a 
banquet in the City's Guild- 
hall. with meetings with the 
prime minister and senior min- 
isters. 

The visit is timed to coincide 
with Britain's turn in the chair 
of the European Community, 
though the trip will also focus 
on bilateral issues between the 
two countries. 

Mr Michael Heseltine, the 
industry secretary, will visit 
Moscow at the end of this 
month with British business 
leaders in order to explore the 
possibilities of increased com- 
mercial contacts. 

Mrs Gillian Shepherd, the 
employment secretary, has just 
completed a working visit in 
which she discussed UK aid to 
the fledgling and under-funded 
Russian employment service 
with Russian ministers. 


NEWS IN BRIEF 


France gets tougher 
in prisons dispute 

THE French government yesterday issued suspension notices 
against a dozen more striking prison officers in an attempt to end 
the industrial dispute that has wrought havoc in the prison 
system, writes Alice Rawsthorn in Paris. 

After the breakdown earlier this week of national negotiations 
with the warders' urnons, the government is trying to negotiate 
on a regional basis. The justice ministry claimed the strike was 
waning, with 99 of France's 182 jails affected yesterday against 
140 on Tuesday. 

French prison officers are demanding more staff and better 
security after a series of attacks by prisoners culminating in the 
murder of two officers within the past six weeks. 

Ukraine struggles to reform 

Ukraine's ex-communist government is clinging to the inefficient 
system of central planning but Russia is unwilling to play by the 
old rules. The cost is hyper-inflation, writes Chrystia Freeland in 
Kiev. Ukrainian industrial bosses are churning out unwanted 
goods and buying raw materials, in particular Russian oil, they 
cannot afford. With inflation running at close to 30 per cent a 
month and the Russian central bank charging 80 per cent interest 
annually, the Ukrainian national bank would now like to raise its 
interest rates to at least 50 per cent 

Plea on EC travel for students 

The European Parliament yesterday urged European Co m munity 
action to save the Interail card, which allows millions of young 
people cut-price continental travel every year. Renter reports 
from Strasbourg. “We must save the Interail system and the 
Community must contribute to this/ one Euro-MP said during a 
debate in which plans by the French, Spanish, Italian and Portu- 
guese railways to withdraw from the scheme from next year were 
condemned. 

"Young people need to be able to travel at reasonable 
prices ... Many young people see Interail as one of the most 
attractive things in the Community/ Danish Euro-MP Fru 
Joanna Rotin said. 

Romanian president’s fight 

President Ion Hiescu of Romania is facing an increasingly stiff 
task in his campaign for re-election on September 27, according to 
an opinion poll published yesterday, writes Virginia Marsh in 
Bucharest The poll, carried out by IMAS, a local polling com- 
pany, predicts Mr Hiescu will pick up 26J per cent of the vote, 7.1 
per cent less than Mr Emil Constandnescu, the candidate of the 
Democratic Convention (DC), the centre-right coalition of 18 oppo- 
sition parties. 

Fault closes Swedish N-plants 

Five of Sweden's 12 nuclear reactors have been closed down 
because of faults in the emergency cooling systems, the Nuclear 
Power Inspection Board said yesterday, AP reports from Stock- 
holm. A board statement said the closure represented “a very 
important decision regarding the security" of the reactors, but 
that there was no danger of a radioactive leak. 
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NEWS: INTERNATIONAL 


talks set sights on the long haui 


to return home and protection for 
minorities. With the EC’s “eantonisa* 
tion" plan now off the agenda, Mr 
Vance and Lord Owen have given Mr 
Ahtisaari a free hand to broker any 
political solution compatible with t he 
principles of the London conference. 


relief flights Into Sarajevo to enable 
the airlift to restart Sustention ef 
the airlift, a fortnight ago. alter an 
Italian cargo aircraft was downed by 
a missile, has left the Bosnian capital 
short of essential supplies and pre- 
vented the planned bulld-ap of wlater 
stockpiles for up to im people in bra- 


Bosnian 


By Frances Williams in Geneva 

TALKS on Bosnia-Hercegovina’s 
future open in Geneva today in an 
attempt to formulate a lasting politi- 
cal settlement mid allow refugees to 
return home. However, the talks have 
no time limit and no agenda other 
than some basic principles laid down 
at the London Conference on the for- 
mer Yugoslavia last month. 

Mr Martti Ahtisaari, head of Fin- 
land's foreign service called in by the 
United Nations, will chair the 
closed-door negotiations involving 


representatives of the mainly Moslem 
Bosnian government and the Serb 
and Croatian factions. UN officials 
said yesterday they still expected all 
three sides to torn up, despite 
another threat from Mr Alija Izetbe- 
govic, the Bosnian president to boy- 
cott the talks while Bosnian Serb 
forces continue air attacks against 
government-held towns. 

Leaders of the three factions last 
week promised Mr Cyrus Vance and 
Lord Owen, co-chairmen of the joint 
UN/EC Geneva conference on former 
Yugoslavia, that they would attach 


no preconditions to attending tbe 
talk*. Earlier this week Mr Izetbe- 
govic withdrew a similar threat, 
agreeing to send Mr Haris Silajdzic, 
Bosnian foreign minister. The Serb 
leader, Mr Radovan Karadzic, his 
deputy, Mr Nikola KoUevic. and the 
Croat leader. Sir Mate Boban, will 
also be in Geneva. 

The London conference stipulated 
that any long-term Bosnian settle- 
ment must entail respect for existing 
borders, unless changed by mutual 
agreement, the return of territory 
seized by force, the right of refugees 


be prolonged. 

Mrs Sadako Ogata, UN High Com- 
missioner for Refugees, will meet rep- 
resentatives of the three Bosnia n fac- 
tions in Geneva today, to tbe hope of 
securing assurances on the safety of 


tral and southern Bosnia. 

Mr Ron Redmond, a UNHCR 
spokesman, said Mis Ogata hoped to 
be able to rec om mend a restart of the 
air bridge later today: flights could 
resume this weekend ff donor-govern- 
ments agreed. 
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Panic feels pressure of diehards 


Serb nationalists are becoming more radical, writes Judy Dempsey 


A NOTHER confidence 
vote is being threat- 
ened against the fed- 
eral Yugoslav prime minister, 
Mr Milan Panic, in a move 
which could further weaken 
his already fragile position in 
the federation. 

The threat came from senior 
nationalist members of Serb- 
ia's ruling Socialist party after 
Mr Panic yesterday suggested 
to his cabinet that the smaller 
Yugoslavia lodge a fresh appli- 
cation for membership of the 
United Nations. 

Mr Panic earlier this week 
received a commitment from 
both Moscow and Peking that 
they would support the appli- 
cation. But Serbia's Socialist 
party argues that Yugoslavia, 
which consists of Serbia and 
Montenegro, has an automatic 
right to the seat since it is the 
legal successor of the former 
Yugoslavia 

Yesterday, UN and European 
Community diplomats said the 
new Yugoslavia, as yet, has 
not the right to c laim that sta- 
tus. Mr Borisav Jovic, an 
ardent critic of Mr Panic and a 
close supporter of Serbian pres- 
ident, Mr Slobodan Milosevic, 
said the prime minister, by dis- 
cussing the UN Issue with the 
Yugoslav government and not 
the federal parliament, was by- 
passing his powers. 

But western diplomats yes- 
terday said this was a pretext 


for further underm inin g Mr 
Panic, who is viewed as one of 
the few Serb politicians with 
whom the UN and the EC can 
negotiate. “This is precisely 
the danger. We cannot make 
Panic into another Gorbachev 
- with Lots of international 
support, but no domestic back- 
ing/ an EC diplomat said. 
“The west should help Panic 
by lifting the sanctions/ said 
one of Mr Panic's advisers. 

The UN remains determined 
not to lift the sanctions. “If the 
sanctions are not lifted, then 
Panic might fall/ his adviser 
added, conceding that Mr Mil- 
osevic could gain either way. 

“This is Balkan politics. If 
the sanctions are lifted, Milos- 
evic can c laim victory by say- 
ing his firm stance showed the 
west that Serbia had a case all 
along. If they are not. then Mil- 
osevic can kick Panic out." 
another adviser to the prime 
minis ter explained. 

He added that the west 
should Impose sanctions on 
Croatia, since it has seized a 
swathe of territory in Bosnia- 
Hercegovina, undermining the 
UN. Public support remains 
dogged for Mr Milosevic. “To 
put it simply. If the west wants 
Milosevic out. we will support 
Milosevic. We don't want to be 
dictated to by the west,” said 
Mr Jovan Zivanovic. a car 
mechanic. 



Panic He needs to increase his personal following in Belgrade 


Austria promises : 
to reopen hostels < 


By Ian Rodger In Vienna 

CARTTAS, the Roman Catholic 
charitable agency, says it has 
been assured by the mayor of 
Vienna that the city will re- 
open its hostels to Bosnian ref- 
ugees within a few days. 

Mr Helmut Schuler, director 
of Caritas in Austria, said he 
accepted the city's decision last 
Friday to close Its crowded 
hostels temporarily. Attempts 
were being made to send more 
refugees to provincial cities 
and to find suitable winter 
accommodation for many of 
those already in Vienna. 

Mr Schuler feared that some 
politicians would use the refu- 
gee-related troubles in Ger- 
many as an excuse to prolong 
the closure. If so, Caritas 
would continue to put pressure 
on the government. "It is 
Impossible to say that we can- 
not accept real refugees," he 
said. 

He pointed out that the situ- 
ation in Austria was not com- 
parable to that in Germany. 
Half the 50J100 Bosnian refu- 
gees in Austria ware staying 
with friends or relatives, and 
another 25 per cent were in the 
homes of private citizens. 

Bosnian refugees arriving in 
Vienna now faced a “confused" 
situation". The city's hostels 
were turning them away but 
charitable organisations were 


trying to find shelter for every- 
one. 

Mr Schuler was critical of \ 
other western European coun- 
tries for not taking more 
refugees. 

■The Danish minority govern- 
ment faced a critical situation 
in the Folketing last night, 
where it appeared to he in dun, 
ger of defeat over a proposal to 
send just under 200 Danish sol- 
diers to the former Yugoslavia 
to help protect UN food con- 
voys, writes Hilary Barnes In 
Copenhagen. 

The opposition Soda] Demo- 
cratic party was Insisting that 
the government could only ' 
send volunteers, a restriction 
which Mr Ufife Eflemann-Jen- 
sen, foreign minister in the 
Conservative-Liberal minority 
government, described as 
"totally unacceptable". 

The parties were last night 
trying to find a formula which 
couM satisfy both skies, but if • 
these efforts fail, a comhina- ; 
tiou of the Social Democratic 
party, the Radical party and 
the left-wing Socialist People's 
party was prepared to defeat 
the government 

The concluding debate on 
the government proposal was 
due to start late last night, but 
Folketing officials said that in 
view of the critical situation, 
the debate could be postponed 
until today. 


Survey 
points to 
top read 
in Europe 

By Gary Mead, 

Marketing Correspondent 

THE fifth Pan European 
Survey (PES), the largest sur- 
vey of the reading habits of 
professional and business exec- 
utives from 16 west European 
countries, publicly available 
today , shows that National 
Geographic magazine is by for 
the most popular read from a 
basket of 380 newspapers and 
magazines, including 19 inter- 
national titles. 

The survey questioned 8,000 
men and women - selected 
from an initial sample of 26,000 
- aged between 25 and 64, who 
satisfied at least one of the fol- 
lowing criteria on an annual 
basis: a minimum gross per- 
sonal income of £22,000; six or 
more business trips by air, 
director of an establishment 
with 25 or more employees; or 
possessed a higher degree. 

Another common factor was 
that four out of five use the 
English lan gua g e. 

Sponsored by The Econo- 
mist, Financial Times, Interna- 
tional Herald Tribune, News- 
week, Scientific American and 
Time magazine, the study thus 
claims to have tapped into the 
reading preferences of the 5.7m 
people who fall into those cate- 
gories. 

Among the findings of the 
study are: 

• International publications 
have increased their share of 
this particular readership from 
29 per cent in 1981 to 34 per 
cent today. 

• Since the last PES survey in 
1988, the Financial Times has 
expanded its readership to 

292.000 from 264,000; the 
International Herald Tribune 
has shrunk from 74,000 to 
72,000; and the European edi- 
tion of tiie Wall Street Journal 
hag almost doubled its reader- 
ship, from 34,000 to 
62,000. 

• Over the same period. Time 
magazine has maintained its 
leadership position, growing 
from 261,000 readers in 1988 to 

313.000 currently, followed by 
The Economist, up from 210,000 
to 283,000. 

• National Geographic leads 
the readership table of the 19 
international publications con- 
sidered, with 592,000, followed 
by L 'Express (346,000), Time 
(313.000) and in fourth place 
the Financial Times. 

PES 5, available from Research 
Services Ltd, Research Services 
House, Elmgrove Road, Harrow, 
HA1 SQG, UK. £Sa 


German right-wing extremists ‘no danger’ 


MR Alexander von Stahl, the 
German advocate general, 
asserted that right-wing mili- 
tant organisations did not rep- 
resent a danger to Germany 
despite the wave of attacks 
against asylum-seekers. 

Mr von Stahl said no organi- 
sational structure could be 
detected among the largely 
young German assailants. 
Instead, the assaults on for- 
eigners were frequently 
“locally, spontaneously and 
often very alcoholically moti- 
vated," he suggested. 


Mr von Stahl's controversial 
remarks contradicted persis- 
tent indications that right-wing 
groups in east and west Ger- 
many had managed to influ- 
ence a considerable number of 
young east German extremists. 

German police yesterday 
arrested seven neo-Nazis and 
Issued arrest warrants for six 
more after raiding more than 
100 homes to crack down on 
rightist violence. 

Heinz Wolf, police chief in 
the eastern German state of 
Saxony, said the raids on 


Wednesday by more than 500 
policemen yielded a large haul 
of illegal weapons and racist 
pamphlets. 

He said the raids were made 
after investigations into 
attacks on foreigners by right- 
ist youths, many of them skin- 
heads. Those arrested were 
accused of breach of the peace, 
arson and grievous bodily 
harm. 

Youths in the east German 
port city of Wismar In the state 
of Mecklenburg-Vorpommern 
attacked a hostel for asylum- 


seekers late on Wednesday for 
the third night In succession. 
Police took eight persons Into 
temporary custody. Unidentif- 
ied persons threw a Molotov 
cocktail against a hostel for 
asylum-seekers in Zemitx, 
Meddenburg-Vorpommern, but 
guards were able to extinguish 
the blaze quickly. 

The interior ministry yester- 
day said Romania had agreed 
to take back its citizens who 
foil to prove they suffered 
political persecution at home. 
The statement said Interior 


Minister Rudolf Setters has 
been seeking agreements with 
the main countries Involved to 
take back their citizens if 
they fail to win asylum in 
Germany. 

Until now, rejected refugees 
were allowed to appeal the 
decision and in practice 
remained in Germany for 
years. Sixty per cent of the 
43.000 Romanians who came to \ 
Germany from January to the 
end of August were gypsies but 
only 0.2 per cent of them have 
been granted asylum. 


France and Italy urge EC to fight mafia 


By Andrew Hill bra Brussels 

FRANCE and Italy will today .call for 
increased co-operation between EC 
members to fight organised crime in 
Europe under the banner of tbe Maas- 
tricht treaty. 

At a special meeting of interior and 
justice ministers, the French and Ital- 
ians will propose the immediate estab- 
lishment of a working group specialis- 
ing in the fight against the mafia. 

They will also call for harmonisation 
of criminal law in member states to 
make international cooperation and 
crime-busting easier, and acceleration 
of the establishment of Europol, a pan- 
European criminal intelligence agency. 


Tbe ministers of the 12 are also likely 
to talk about how to handle the influx 
of refugees from the former Yugoslav 
republics, but the meeting will mostly 
be devoted to crime-fighting in the EC. 

Britain, which holds the EC presi- 
dency, arranged the extra meeting at 
the request of the Italian and French 
justice ministers, following the assassi- 
nation of Mr Giovanni Falcone and Mr 
Paolo Borsellino, two anti-mafia judges 
In Sicily. 

The timing is particularly felicitous 
for the French government, faced with 
a dose vote Sunday on the Maastricht 
treaty. The spread of organised crime 


“The French were quick to spot that 
it wouldn't be at all bad if they could 
demonstrate that when serious things 
happen in this area, the 12 rally round 
and do something/ said one senior EC 
official. 

As if to underline the point, 
the Fraaco-ltalian document places 
great emphasis on the advantages of 
inter-governmental cooperation under 
the treaty. “Europeans now have the 
institutional resources to reinforce 
cooperation in justice and police mat- 
ters on the basis of the Maastricht 
treaty," it says. 

Immigration and judicial policy is one 
of the two “pillars” of the Maastricht 
treaty in which the influence of the 


European Commission and tbe Court of 
justice would be limited or non-exis- 
tent It would probably survive even If 
the rest of the agreement fell apart. 

• A computer replacing 60m docu- 
ments will connect customs officers 
across the Community as of January 1 
1993, Renter adds. 

The Customs Information System net- 
work, set to go live in October, wDl 
allow customs offices to send encoded 
messages about suspected drug smug- 
gling, fraudulent export certificates and 
illegal trafficking in arms, endangered 
species or cultural treasures. 

The system is aimed at goods coming 
from or going to third countries, not 
those moving within the EC. 


across open EC borders is a spectre 
raised by No campaigners in France. 


In search of a crime rate mechanism 


Jimmy Burns and Robert Graham on justice ministers’ talks about policing the EC 


E urope in the 1990s is 
proving easier for the 
criminal than for the 
forces of law and order. 

That is the disquieting mes- 
sage for the meeting today in 
Brussels of EC justice minis- 
ters, who will discuss the grow- 
ing threat of organised crime, 
among other security Issues 
such as extradition and har- 
monisation of national laws. 

The meeting was requested 
by Italy, which recently has 
felt most threatened by the 
increasing power of organised 
crime and the willingness of 
the Sicilian mafia to challenge 
the government 
But the Italians are not alone 
in ringing alarm bells. Ger- 
many's Interior ministry 
recently warned that the 
planned scrapping of EC bor- 
der controls at the start of next 
year, with political cha n g e s in 
eastern Europe, could lead to 
an upsurge in drug-related 
crime in Europe. 

In London, Mr Douglas 
Tweddie, chief investigation 
officer of UK Customs and 
Excise, also warned that the 
relaxation of customs controls 
will widen opportunities for 


criminality in other spheres 

such as tax and excise fraud. 

Supporters of Europol, the 
planned criminal intelligence 
agency, see it as a symbol of 
growing co-operation within 
Europe in the face of a crimi- 
nal fraternity which, as one 
senior police officer put it, 
“does not respect boundaries”. 

However, Europol continues 
to generate dehate and division 
about where it should have its 
permanent offices and about 
the scope and scale of its 
future operations. This is a 
debate that would bring a 
knowing smile to any Euros- 
ceptic - all to do with issues 
of sovereignty, accountability 
and, ultimately, of power. 

The initial idea mooted by 
the Germans last year was that 
Europol should be based at the 
German police BKN headquar- 
ters at Wiesbaden and should 
transform itself as soon as pos- 
sible into a European version 
of the American FBL 

Wiesbaden is central in 
Europe and already has sophis- 
ticated intelligence systems, 
but tbe German idea provoked 
immediate resistance from 
other EC members, which con- 
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sidered this would not only 
concentrate political power in 
Germany, but also prove 
impractical in terms of existing 
national law. 

Britain would prefer that the 
Europol offices be based on 
more neutral political soil, 
either at Strasbourg or next to 
the Interpol offices at Lyons. 

However, some in the com- 


munity question Interpol’s 
political accountability. The 
agency serves more than 154 
subscribing countries, and the 
view persists that some of 
these should be kept well away 
from sensitive European intel- 
ligence. 

Italy and the Netherlands 
have been pressing to have 
Europol on their territories, 
while France appears happy 
with Strasbourg. 

EC member states, mean- 
while, are far from agreed on 
what Europol should do, if and 
when it gets off the ground by 
its target date, January 1 1993. 

Within the UK, senior police 
officers such as Sir Roger 
Birch, chief constable of Sus- 
sex and chairman of the UK 
police's international affairs 
committee, have argued that 
Europol risks duplication of 
information. 

Also, they say national data 
protection laws continue to 
limit the exchange of informa- 
tion that might be useful in 
tracking international crimi- 
nals. Meanwhile, the attitude 
of signatories to arrangements 
for “hot pursuit" across fron- 
tiers and extradition requests 


is still for from harmonious, 
often exacerbated by rivalries 
between police organisations 
and intelligence agencies. 

A basic problem is how 
increased co-operation in infor- 
mation can be translated, first, 
into the arrest of criminals 
and, second, into their convic- 
tion under relatively consistent 
judicial procedures. 

International criminals - 
whose names are known to 
police, customs officers and 
intelligence agencies can 
bide behind shell companies, 
nominees and expendable 
lieutenants. This is why the 
Italians, in particular, are anx- 
ious for the Europeans to 
accept in law the concept of 
conviction on the basis of 
membership of a criminal 
organisation. 

In many European legal 
systems, such a concept is diffi- 
cult to establish; even In. Italy, 
courts have been divided. Even 
so, as crime syndicates become 
increasingly transnational, It is 
becoming more urgent to 
establish criteria mutually 
acceptable to the EC govern- 
ments for the prosecution of 
such organisations. 
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Telephone 
« traffic 
up 13% 
last year 

By Hugo Dtxon 

INTERNATIONAL telephone 
traffic grew by 13 per cent last 
year, according to a report to 
be published next week by the 
London-based International 
Institute of Commauicatlan&. 

Falling international tele- 
phone charges and a rise in 
the volume of non-basin ess 
calling across frontiers helped 
partially to counteract the 
effect of the world recession. 
A About 3Sbn minutes of inter- 
’ national telephone calls were 
made daring 1991. 

The market shares ot lead- 
lng telephone «wnpani« grew 
at widely different rates, 
reflecting the impact of compe- 
tition unleashed in some coun- 
tries In the 1980s. 

American Telephone & Tele- 
graph, the largest US carrier, 
handled 6.6bn minutes of out- 
going traffic - up 7.8 per cent 
compared with 1990. By con- 
trast, traffic handled by Its 

main rivals, MCI and Sprint, 
grew 35.1 per cent to 1.6bn 
minutes, and 25.3 per cent to 
723m minutes, respectively. 

International traffic via 
British Telecom grew by only 
1.9 per cent to 2J2bn minutes, 
jfr The traffic base of Cable and 
* Wireless, whose Mercury Com- 
munications subsidiary is BTs 
main competitor, grew 28.6 
per cent to LTbn minutes. 

The report provides a mea- 
sure of the extent of integra- 
tion among the European 

C ommunit y’s economies. Of all 
ht tertuitfimal mI 1« m ad e tn the 
EC in 1991, 55 per emit went to 
other EC countries and 11 per 
cent to the rest of Europe. 

Telegeography 199% from UC, 
Tavistock Bouse South, Tavis- 
tock Square, London, WC1B 
9LF; £265. 


f Irangate probe ends 

THE long investigation into 
the Iran-Contra scandal, which 
rocked Ronald Reagan's presi- 
dency and still causes political 
problems for President George 
Bush, will raid this week, Reu- 
ter reports from Washington. 
No more indictments are 
expected. 


NEWS: INTERNATIONAL 


Clinton pressed to 
seek Nafta changes 

By Nancy Dunne 


. In Washington . 

AN intense debate within the 
camp of Governor Bill Clinton 
is likely to delay the response 
of the Democratic presidential 
candidate to Republican taunts 
that he is “waffling” in his sup- 
port of the North American 
Free Trade Agreement. 

It is reported that the candi- 
date is being urged, by some of 
his political advisers, to adopt 
the line of Mr Richard 
Gephardt, Democratic lead e r in 
the House of Representatives. 
He has said the Nafta must be 
returned to the negotiating 
table, to strengthen environ- 
mental and labour provisions, 
or the pact will be rejected in 
Congress next year. 

These advisers are said to be 
nervously eyeing opinion poll 
data that show the governor’s 
support soft among blue-collar 
workers in the key states of 
Pennsylvania, Ohio and Michi- 
gan, who fear their Jobs wQl go 


south to Mexicans. 

They could stay home on 
election day or cast a protest 
vote for Mr Ross Perot, the 
Texas billionaire who has with- 
drawn from the presidential 
race but is still on the ballot in 
some states as an independent 
candidate. 

Mr Clinton is already facing 
criticism for having endorsed 
fuel efficiency standards, 
which the US car industry 
riaims will cost thousands of 
jobs. 

Many of the governor’s lib- 
eral farm and labour support- 
ers believe the pact must be 
renegotiated to produce stron- 
ger, enforceable job and envi- 
ronmental protection. 

His more moderate business 
backers have been assuring 
him that, the weaknesses in the 

Nafta's relevant provisions can 
be rectified by ‘implement ing 
legislation" written in Con- 
gress, and that the pact need 
not be sent back for further 
work. 


One of the key issues is a 
US-Mexico cross-border tax on 
imports, which is opposed by 
the US administration. Various 
leading Democrats have 
suggested the tax would pay 
for environmental and worker- 
adjustment programmes. This 
would be likely to require addi- 
tional talks with the Mexicans. 

There has been close co- 
ordination between the Clinton 
campaign and Congressional 
Democrats, who have strongly 
rebuked President George 
Bosh for “politicising” the 
Nafta, which was developed 
with bi-partisan support 

The pact was sent to Con- 
gress on Wednesday so the 
governor has time to claim he 
is studying the details. 

Although one of his trade 
specialists said he need not 
take a position until driven to 
it by the first presidential cam- 
paign debate (If any), others in 
the wunpaign expect a decision 
by Mi GHnton by the end of 
the month. 



SUPPORTING STAR; Bill Clinton matches smiles with actress 
Whoopi Goldberg at a “Voices for Change" fund-raising event 


EC puts 10% duty 
on Korean chips 


Reynolds takes stake in 
Ukraine tobacco factories 


By Alan Cane 

THE European Commission 
said yesterday it was imposing 
a provisional anti-dumping 
duty of 10.1 per cent on 
memory chips from 
manufacturers in South Korea. 

This follows a complaint 
from the European Electronic 
Component Manufacturers' 
Association, acting on behalf of 
Motorola's UK subsidiary, 
Siemens of Germany and 
SGS-Thomson of Italy. 

Charges were brought 

against Rrmraiing^ Hy undai and 
Goldstar. The Commission says 
its two-year-long investigations 
showed substantial dumping 
margins varying between 18 
per cent and 120 per cent of the 
EC border price. 

The memory chip prices 
investigated were for DRAMa. 
volatile memories used in most 
kinds of electronic equipment 
including computers and 
telecommunications systems. 


DRAMs are an important 
technology driver and have 
significant strategic 
importance for the European 
electronics industry. 

According to the 
Commission, Korean imports 
of DRAMs into the EC rose 23 
times between 1986 and 1990. 
reaching a 25 per cent market 
share - or 37m megabytes of 
storage - by 1990. Daring the 
period, the Commission said, 
Korean producers substantially 
undercut the prices of 
Community producers. 

While European producers 
will be relieved by the 
Commission’s decision, there Is 
concern that the Commission’s 
guidelines on anti-damping are 
out of date and inappropriate 
to an industry that is evolving 
rapidly. 

With global manufacturing 
faciHties, it can be difficult to 
determine exactly the country 

Of mannfao faire- 


By ChrytUa Freeland In Kiev 

R J REYNOLDS Tobacco 
International has acquired a 
controlling interest in two of 
Ukraine's four tobacco facto- 
ries and promised to expand 
production. 

RJR hopes that with its 70 
per cent interest in the Lviv 
tobacco factory in western 
Ukraine and in the Kremen- 
chuh tobacco factory in the 
south-central area of the coun- 
try, it will be able to supply 
more than one-quarter of the 
80bn cigarettes Ukraine's 52m 
people smoke annually. 

The deal will make RJR, 
which already produces ciga- 
rettes in St Petersburg, the 
largest producer in the Com- 
monwealth of Independent 
States and represents a wider 
bid by the company to expand 
into eastern Europe and the 
former Soviet Union, where 
smoking is still fashionable. 


“It should be recognised that 
in eastern Europe and the CIS, 
total cigarette consumption is 
about TOObn units and repre- 
sents a major potential mar- 
ket," said Mr Thomas Marsh, 
RJR's regional president. “I 
can assure yon that RJR is not 
the only company which has 
recognised this." 

These are tough times for 
tobacco companies In North 
America and western Europe, 
and RJR, which produces two 
of the 10 best-selling cigarette 
brands, has been under attack 
from the non-smoking lobby. 
Contrast that with the recep- 
tion RJR executives received 
from Mr Leonid Krabchuk, the 
Ukrainian president: “Most 
people smoke and get great 
pleasure from smoking," he 
said. Mr Krabchuk apologeti- 
cally conceded that he was a 
non-smoker but hastened to 
add: “My son is an enthusiastic 
smoker.” 


In turn, Mr Marsh praised 
Mr Krabchuk's commitment to 
“very rapid movement to a free 
market" and said that the 
speed with which the Ukrai- 
nian government negotiated 
the joint venture has encour- 
aged RJR Tobacco's parent 
company, RJR Nabisco, to 
invest in food processing in 
Ukraine. 

Mr Serhi Boriak, a part-time 
economic adviser to the Ukrai- 
nian president, who was hired 
as a consultant by RJR for the 
deal, said RJR was able to 
negotiate the agreement so 
swiftly by avoiding minis terial 
structures and working 
directly through the president 

A Ukrainian official said the 
deal was highly favourable to 
the American company. He 
said RJR acquired its stakes tn 
exchange for a *4m investment 
in new equipment in each fac- 
tory. 


National pride 
prejudices 
Kuriles talks 

Leyla Boulton and Steven Bntler on 
the row between Russia and Japan 


T HE granting this week 
of a 50-year lease to a 
Hong Kong company 
to develop part of Shikotan, 
one of the remote Kurile 
islands off the Japanese 
coast, will do nothing to help 
resolve a territorial dispute 
which is poisoning relations 
between Russia and Japan. 

The row may escalate if 
reports are confirmed that an 
Austrian company might 
build a golf course on Kuni- 
shir, another of the islands. 

Both countries have much 
to lose by failure to settle a 
dispute that has become 
mainly a question of national 
pride and which led to the 
abrupt cancellation last week 
of a visit to Japan by Presi- 
dent Boris Yeltsin. 

Russia has all but lost an 
opportunity for large-scale 
economic aid, which Japan 
has said it will only grant if it 
gets back the four islands it 
calls its Northern Territories. 

Japan's goal of climbing 
out of its shell to play a big- 
ger role in world affairs looks 
impossible if it cannot over- 
come an obsessive dispute 
with a close neighbour. 

Mr Andrei Kozyrev, the 
Russian foreign minister, said 
one positive result of the can- 
cellation of talks was that 
both sides now had an incen- 
tive to think hard about how 
to break the deadlock. 

Bat after such brusque 
treatment, the Japanese are 
finding it difficult to conceal 
the hurt A foreign ministry 
official complained of ques- 
tions of “national honour” 
and “injustice done to the 
Japanese”. And Mr Michio 
Watanabe, the Japanese for- 
eign minister, said of Presi- 
dent Yeltsin: “If his official 
remarks cannot be trusted, I 
don't know what can.” He 
was responding to Mr Yelt- 
sin's statements that the visit 
had bran called off because of 
Japanese Inflexibility rather 
than the “domestic problems” 


cited to Mr Kiichl Miyazawa, 
Japan’s prime minister. 

In fact. President Yeltsin 
appeared to have caved in to 
nationalist pressure not to 
give back any territory. 

Although the Soviet Union 
took several pieces of terri- 
tory from the Japanese in the 
closing days of the second 
world war, Tokyo has limited 
its demands to Iturup, Kuni- 
shir, Shikotan and HobbemaL 
this is because despite sev- 
eral exchanges of territories 
this century, only these 
islands have always been 
part of Japan and only their 
Cate has been left to be settled 
by a post-war agreement 
In 1951, the San Francisco 
Peace Treaty, signed by 
Japan and the US but 
shunned by Stalin, stipulated 
that Japan renounced all 
claim on the “Kuriles”. The 
Japanese say this never 
meant the Northern Territo- 
ries but the 18 other islands 
forming the Kurile chain. 

B ut the really weighty 
argument in favour of 
Russia returning at 
least two of the islands is the 
joint declaration of 1956, 
where the two sides agreed 
that Russia would hand over 
Hobbemai (an uninhabited 
group of islets) and Shikotan 
on the signing of a peace 
treaty. The fate of the others 
was to be negotiated subse- 
quently. 

But while Mr Yeltsin may 
be willing to reaffirm the 1956 
agreement, the issue has 
been seized on by an unholy 
alliance of neo-communists 
and Russian nationalists who 
accused him of planning a 
sellout of national interests. 

Against this background, 
Japan's demands for Russian 
recognition of its sovereignty 
over all four islands - pres- 
ented by Tokyo as a conces- 
sion after initially seeking 
their imm ediate handover - 
were doomed from the start 
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JUST ONE OF THE REASONS WE CARE SO M UCH ABOUT AIR POLLUTION. 



Just think. You’re driving along with the top 
down and the wind in your hair. Wonderful. 

Now think again. The wind around your hair 
may not be as fresh as you’d like. Not so 
wonderful. 

- But you can enjoy the unique experience of 
driving a Saab 900 Cabriolet without being 
concerned about the environment because of 
all the consideration we've given to it. 

Our innate belief in preserving the environ- 
ment permeates every stage in the design of a 


Saab. Our unique, ciimate-related emission 
control system does nothing to compromise 
performance. Yet it cuts out 50% more hydro- 
carbons than a conventional catalytic convertor 
as well as 25% more carbon monoxide and 20% 
more of the nitrogen oxides because it begins 
working at lower temperatures, so often the 
case during short journeys which are the most 
frequent. 

If you’re one of those drivers who's grown 
accustomed to the cramped conditions and all- 


round impracticality of most convertibles, the 
Saab 900 will come as a breath of fresh air. 

It can carry four passengers and their luggage 
in complete comfort. And should the weather 
get cooler (and it can get very cool indeed in 
Sweden) the electronic top is muiti-layered to 
give better thermal protection than you'd 
expect from even a hard top. 

Unfortunately everyone doesn’t drive a Saab. 
So if you’re driving the 900 Cabriolet when the 
air's not as dean as it should be, we’d advise 


you keep the roof up, because Saab’s ventilation 
system has a filter so efficient it can trap even 
the minuscule pollens that cause hay fever. 

So you can enjoy the clean air of Sweden 
wherever you may drive. 
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Industrial investment 
falls 10.5% in Japan 


By Charles Leadbeater 
In Tokyo 

INVESTMENT in Japanese 
manufacturing is tumbling 
under the weight of the reces- 
sion, according an extensive 
survey of investment inten- 
tions published yesterday by 
the Japan Development Rank 

The survey of 2.336 large 
manufacturing companies 
found that planned investment 
for the next six months would 
be 10.5 per cent down on last 
year and 3.2 per cent lower 
than the first half of this year. 

The bank forecast that 
investment next year would 
foil by a further 11.9 per cent 
as manufacturers retreat from 


the ambitious spending plans 
of the late 1980s. The econo- 
my's weak state, with manu- 
facturing inventories rising 
despite falling output and 
investment, will be confirmed 
today by figures for the August 
money supply. 

The consensus among Tokyo 
analysts is that the broad 
money measure M2 is likely to 
grow by only 0.2 per cent. How- 
ever, a minority of economists 
are predicting the first-ever 
negative money supply growth. 

Meanwhile, the Japan Auto- 
mobile Manufacturers Associa- 
tion yesterday followed the 
lead of the electronics industry 
by significantly downgrading 
estimates of demand this year. 


Mr Yu taka Kume. Nissan 
chairman and the association's 
president, said demand for new 
cars would fall substantially 
below its earlier projection of 
growth of 1.1 per cent 

The fan raises the prospect 
of the car Industry joining elec- 
tronics and steel in calling for 
government subsidies to help 
finance the transfer or retrain- 
ing of workers laid off. 

Investment in the two indus- 
tries is falling East, according 
to the Japan Development 
Ran if survey, which found cap- 
ital spending in electronics 
likely to be 23.7 per cent down 
in the next six months, with 
Investment in the car industry 
likely to fall 13.6 per cent 



Japanese soldiers board a transport ship yesterday on their way to join the UN peace-keeping force in Cambodia 


Election factor drives trade war 

Simon Davies and Simon Holberton go behind the US-China dispute 


T HE HONG Kong busi- 
ness community's inter- 
est in an election 
13,000km across the Pacific 
contrasts with its somewhat 
apathetic response to the plant- 
ing of the seeds of democracy 
in its own front yard. 

The importance of Hong 
Kong as a conduit for trade 
between the US and China is 
such that the election of a US 
president can have more 
impact on the Hong Kong econ- 
omy than the election of any 
local politician. 

And the breakdown this 
week of talks between Wash- 
ington and Beijing, aimed at 
avoiding the imposition of 
retaliatory tariffs on a "hit-list” 
of Chinese goods, has height- 
ened interest in the US elec- 
tion. 

At stake is nearly 20 per 
cant, by value, of China’s 1991 
exports to the US. Of last 
year's near US$20bn of sales to 
the US, US$13.3bn were routed 
through Hong Kong and an- 
unknown, but presumed large, 
percentage was made by Hong 
Kong-owned factories in 
southern China. 

"There is always a political 
and an economic imperative in 
trade disputes," says Mr Jim 
Walker, research director of 
Credit Lyonnais Securities. 


“This dispute is driven by a 
political imperative: the re- 
election of George Bush.” 

Many economists argue that, 
if the proposed hit-list on 
US$3.9bn-worth of imports 
from China were to be applied, 
there would be Ear more dam- 
age to Hong Kong than to 
China, which has a rapidly 
growing domestic market. 

The Hong Kong government 
issued an implicit warning to 
the US recently that applica- 
tion of the hit-list, which could 
mean tariffs of up to 100 per 
cent, would have a knock-on 
effect of USS4.5bn on Hong 
Kong's trade. 

There are fears the real 
Impact could be worse. China 
is already threatening to block 
a similar amount in US 
imports to C hina. According 
Mr Ian MacFarlane, Wardley 
Investment Services chief econ- 
omist, this would eradicate a 
further HK$500m in Hong 
Kong trade. 

The Hong Kong government 
estimates that the territory 
would lose 16.000 Jobs and 0.7 
per cent of gross domestic 
product as an immediate reac- 
tion to the tariffs. The 
knock-on effect would be more 
severe. 

Wardley claims that the sec- 
ondary impact - loss of Invest- 


ment confidence, tourism and 
business related to re-exports 
- would result In as much as 2 
per cent being sliced off GDP 
in the following year; in 1993, 
that would mean a loss of 
about HK$l4bn. 

Hong Kong is the outlet for 
80 per cent of Guangdong prov- 
ince's exports, and about 75 per 
cent of products manufactured 
by Hong Kong companies are 
made in Guangdong. 

G iven the escalation of 
the dispute, however, 
the atmosphere in 
Hong Kong is surprisingly 
relaxed: nobody believes the 
colony will in fact be hit by the 
f ull list of trade tariffs against 
China. 

"There is a high probability 
that Hong Kong will have to 
brace itself for some bad news, 
but 1 don’t think it will be as 
bad as people are now calculat- 
ing says Mr MacFarlane. 
Other economists believe Hong 
Kong will come out totally 
unscathed. 

First, the US is pushing 
against a door the Chinese gov- 
ernment wants to open. Beijing 
is well aware that. If it is to 
achieve its aim of membership 
of the General Agreement on 
Tariffs and Trade, its foreign 
trading regime will have to 


conform to what Washington 
wants. 

Chinese trade negotiators 
have already given US negotia- 
tors a substantial list of prod- 
uct categories covered by 
import bans. It has agreed It 
will not enforce "secret” trade 
regulations, and will eliminate 
all import substitution policies. 

Second, although the Chi- 
nese currency is still officially 
pegged near YnS.4 to the dol- 
lar, it Is trading at nearly Yn7 
In the officially-sanctioned 
"swap” market In the short 
term, at least, this sizeable 
devaluation ought to be a boon 
to Chinese exports to the US, 
even if the trade talks fail and 
tariffs are raised. 

Then there Is Mr Bush him- 
self. Beijing does not like 
change and, in the Incumbent 
it sees a US president who has 
kept economics and trade sepa- 
rate from human rights. Gover- 
nor Bill Clinton, the Demo- 
cratic party's presidential 
candidate, is an unknown 
quantity for China. The 
responsibilities of office may 
lead a President Clinton to 
moderate his anti-China rheto- 
ric of the campaign trail, but 
China will not want to risk 
that by harming the electoral 
chances of the only friend it 
has In Washington. 


HK bows to China over 
finance for new airport 


By Simon Holberton 
In Hong Kong 

POLITICAL reality intruded 
into Hong Kong's plans to 
build a new airport yesterday, 
when the colonial government 
walked away from Its previous 
proposals to fund the project 
and accepted China's solution. 

To placate China, the govern- 
ment will commit HK$40bn 
(£2.7bn) In new equity to the 
project - taking the total pub- 
lic sector contribution to the 
HK$I63.7bn project from 
$HK80.4bn to HKSI20.4bn 
- and in the process virtually 
eradicating the need for debt 
Mr Chris Patten, governor of 
Hong Kong, has sanctioned 
this offer - presented to Bei- 
jing on Wednesday - without 
any guarantee that the Chinese 
will accept it. 

As his officials were quick to 
point out yesterday, it is a Chi- 
nese offer the government had 
agreed to. But there are 
enough changes to the Chinese 
idea - not the least being a 
doubling of the amount of new 
equity - for them to caviL 
“It's just a matter of racing 
reality,” said one official "And 
we have the money." 

The government's accep- 
tance of the Chinese plan 


- which allows lor the use of 
funds from land sales to be. 
ploughed into the project - un- 
derlined a growing concern 
within the administration 
about the need to get China’s 
agreement 

A big contract expires in 
November and costs would rise 
if it needs to be re- tendered. 

For the past six months, 
colonial officials have been 
saying that the proposals they 
presented to China in the 
spring were the most cost-effec- 
tive and efficient way to build 
an airport and connecting rail- 
way to serve Hong Kong well 
into the 21 st century. 

These initial proposals called 
on the government to provide 
two public corporations with 
only a modest amount of up- 
front equity - HK$16.6bn - to 
support a maximum of 
HKS73bn of debt. 

Yesterday the government 
said it would increase its 
eqaity contribution to the air- 
port by $HK25bn and the rail- 
way corporation by $HKl5bn. 
This will allow the debt the 
corporations would have to 
incur to fell to a maximum of 
HK$22^bn. 

The reduction in debt goes a 
long way to answering the con- 
cerns of China which - domes- 


tic Hoag Kong politics aside 
- has always been alarmed by 
the level of borrowings the 
project was expected to carry. 

Acceptance of the Chinese 
offer left some in Hong Kong’s 
financial community feeling 
slightly queasy. As a banker 
noted: "It just doesn’t make 
sense. Borrowing costs are low 
and the financial package as 
constructed was bankable.” 

Local politicians also 
expressed concern about Mr 
Patten’s augmented proposal 
to the Chinese. Mr Stephen 
Poon, a conservative, said 2 k 
had doubts about the equity 
injection for the airport, given 
that the old plan was consid- 
ered “cost-effective’’. 

Mr Lee Wing Tak, the Demo- 
crat’s spokesman, pointed to 
the possibility that the 
increased land sales - 62 hect- 
ares. id all - needed to raise 
the equity for the project 
would iiave a downward effect 
on land prices and hence, total 
government revenue. 

But as Mr Lee said, Mr Pat- 
ten's diply represents a "politi- 
cal compromise rather than 
economic considerations’'. 

Nowrall Mr Patten has to do 
is wait and see if China will 
accept: this victory or ask for 
more.; 


Taiwanese 
shares dip 
6.1% after 
defaults 

TAIWAN'S stock market 
plunged 6.1 per cent after lead- 
ing investors defaulted on 
TSi.7bn iff payments 

to local brokerages for sham 
purchases. Renter reports from 
Taipei. 

The defaults, disclosed by 
the stock exchange late on 
Wednesday, appeared to be 
linked to the arrest of Mr Oung 
Ta ming, a textile tycoon, last 
week over a S22m stock scan- 
dal. Taiwan's biggest 

Brokers said the market 
plunge could trigger a chain of 
larger defaults in coming days, 
“There is a collapse of confi- 
dence becaure Oung Is the 
most important player In the 
market. It's hard to predict 
how bad the situation will 
get,” said Mr Hong Chi-ming of 
Top Soon Portfolio Securities. 

The Securities and Exchange 
Commission said it would 
investigate the reason for the 
defaults. Stock exchange offi- 
cials .said as many as eight 
investors had failed to make 
payments totalling Tjl.7bn to 
six brokerages. 

But another leading player, 
Mr Lei Po-lung, who was not 
named among the right, told 
newspapers he was responsible 
for the defaults. Big specula- 
tors often use other investors 
to trade stocks for them. The 
newspapers quoted Mr Lei as 
saying he bought stocks on 
behalf of the Hualon group, 
which Oung heads, and Hualon 
then declined to provide 
money for the purchases. 

The stock market's weighted 
index plummeted 222£3 points 
to a 20-month low of 3.44L69. 
The market had already been 
falling since Mr Oung was 
arrested last week for failing to 
make court appearances at his 
trial. 

Two Koreas move 
on treaty 

North and South Korea agreed 
yesterday on steps to imple- 
ment a reconciliation treaty 
they signed last December, 
John Burton reports from 
SeonL But differences remain 
on the issue of inspections of 
suspected nuclear facilities in 
North Korea. 




Can you make a The ABB XiOOO high speed tilting train has a top 

train go 50 percent fester speed of 220 kilometers per hour. It cuts the 

ii 

on existing tracks? journey between Stockholm and Gothenburg from 

four and one-half hours to just under three. It's good for the 
Swedish railways. Passenger traffic is up 20 percent. 

It’s good for the passengers, too. Traveling time is shorter, 
safer and of better quality. The carriages are quieter and 
more comfortable, tilting on bends to disperse most of the 
centrifugal force. 

The economy benefits; as well. The carriage bogies of the ABB- 

i 

T 

built X2000 self-steer through curves, so you can step the pace 
up 40 percent in perfect safety. That means it can run on tracks 
built almost a century ago, saving billions. 

Finally,- it respects ‘the environment. The ingenious low- 
weight AC electric, propulsion system uses energy much 
more efficiently, for example by feeding power generated 
in braking back into the line for re-use. And best of ail, 
there is no need tx> tear up miles of countryside for new 
rights of way. 


Itfes, you can. 


ABB Asaa Brown 
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Further 
f blow for 
Canary 
Wharf 


By Vanessa Moulder. 

Property Correspondent 

AMERICAN EXPRESS, the 
- fin a n cia l services group, has 
abandoned plans to move to 
Canary Wharf, the Insolvent 
office - project built by Olym- 
pia & York In the London 
Docklands. 

The company’s lawyers are 
preparing a termination 
that will cancel Its lease for 20 
Cabot Square, one of the 
Canary Wharf buildings. The 
action stems from Olym- 
5 pia & York’s failure to provide 
the incentives agreed under 
the lease. 

“It is our definite intention 
to serve the notice because 
Olympia & York cannot fulfil 
its contractual obligations,” 
said American Express. 

American Express warned 
the developer in Jane that it 
was owed £22m at the time 
Canary Wharf went into 
administration on May 28. The 
debt was related to the fitting- 
out costs of the Canary Wharf 
building and indemnities 
against w wHimi wp liability on 
existing premises. 

At the end of June, a Cana- 
dian judge temporarily i 
blocked American Express's 
Amove to pull out of the project 
» The judge felt the entire proj- 
ect could be irreparably 
harmed if American Express 
was allowed to repudiate its 
lease. But a Canadian court 
has now - freed American 
Express to serve its termina- 
tion notice. 

The group has not yet 
decided on a revised plan for 
its premises. It had planned to 
bring its 1,500 staff under one 
roof at Canary Wharf but may 
stay for a period In its existing 
buildings, which mostly have 
unexpired leases. 

Its decision to pull out of 

f Canary Wharf is blow to the 
project and may increase the 
likelihood of other tenants 
eancp-lHng their leases. 

Although leases have been 
signed on 60 per cent of the 
first phases, only 14 per cent 
of the tenants are installed. 
Texaco says talks with the 
project's administrators con- 
cerning its occupancy are 
going welL 


Jobless total jumps 47,000 


By Michael Smith. 

Labour Correspondent 

BRITAIN’S ECONOMIC woes 
mounted! yesterday as the gov- 
ernment announced that 
unemployment rose by more 
than 47,000 last month, double 
market expectations, to a five 
year high of 23m. 

The 47,400 seasonally 
adjusted Increase was the 28th 
consecutive monthly rise and 
the largest in one month since 
January. 

Of the total, L2m have lost 
their jobs since unemployment 
started rising in April 1990. 

The August figures are a set- 
back for the government which 
until July was taking comfort 
from an apparent slowdown in 
the growth in jobless numbers. 

Employment Department 
officials were yesterday stress- 
ing that firmer evidence was 
needed for a worsening trend 
to be confirmed. 


They said August could be a 
quirky month, partly because 
this year it incorporated five 
weeks and because of the effect 
of graduates claiming benefit. 

Analysts believe the rise 
may be partly a result of the 
general election. Mr James 
Barty, of Morgan Grenfell, said 
some companies bad waited to 
see the effect of the result on 
the economy before shedding 
labour. They were now putting 
previous plans into effect 

Meanwhile, another set of 
Employment Department sta- 
tistics showed that the Jobless 
figure is considerably higher 
when calculated by interna- 
tional standards. 

The new quarterly Labour 
Force Survey found that the 
number of people looking for 
work in the spring was an 
average 2.65m, against the 
2.6lm benefit claimants 
counted as jobless in the 
monthly jobless total for May. 


Mr Michael Forsyth, employ- 
ment minister, said he was 
concerned about the level of 
unemployment and the govern- 
ment was reviewing the range 
of measures available to those 
without work. 

Ms Joyce Quin, shadow 
employment minister, said the 
figures showed “yet more evi- 
dence of the government's 
appalling economic misman- 
agement. We have the fastest 
rising unemployment in 
Europe. It is no use blaming 
the Germans or the French ref- 
erendum for that" 

The new total of 2,807,500 
represents 9.9 per cent of the 
workforce and is the highest 
since June 1987. Unadjusted 
unemployment jumped by 
7L541 to 2345,508 in August, 
10.1 per cent of the workforce. 

Unemployment rose in every 
region with the largest 
increase again recorded in the 
south-east, accounting for 43 


per cent of the whole country's 
monthly increase. The south- 
east has only 30 per cent of the 
country's workforce. 

The Unemployment Unit 
pressure group said the under- 
lying trend in unemployment 
was rising. 

This month and last had not 
been affected by special sear 
sonal factors like college grad- 
uates or school leavers, it said 
• HOPES that British Indus- 
try might be recovering from 
the recession were dashed yes- 
terday by news that manufac- 
turing output was unchanged 
in July. 

Official figures showed that 
the output of manufactured 
goods in the three months to 
the end of July was fiat com- 
pared with the previous three 
months and 03 per cent lower 
than the same period a year 
ago. In July, the level of output 
was the same as in June. 


LIB DEM CONFERENCE 


Centre party leader turns on Major 


By AHson Smith 

A SUSTAINED onslaught on 
Mr John Major for failing to 
give a lead to the nation and to 
the international community 
was the theme of Mr Paddy 
Ashdown’s rallying speech to 
the Liberal Democrats yester- 
day as the party ended its 
anmifli conference. 

His attack, which won him a 
standing ovation, was coupled 
with a warning that the gov- 
ernment's credibility had been 
so undermined by its mishan- 
dling of the economic crisis 
that from now onwards it was 
"on borrowed time”. 

The liberal Democrat leader, 
who has previously expressed 
praise for some of the actions 
Mr Major has taken since ach- 
ieving power, excoriated the 
prime minis ter us someone 
whose pledges were worthless, 
and who responded to the cri- 
sis by pretrading it was not 
there. 

He called on Mr Major to put 
it beyond doubt that the UK 
intended to return to the 
exchange rate mechanism; and 
to enable the Bank of England 
to start acting as an indepen- 
dent central bank. 

On the Liberal Democrats’ 



Paddy Ashdown acknowledges i 
strategy, which has been the 
subject most discussed at the 
conference in Harrogate this 
week, Mr Ashdown applauded 
the decision on Wednesday 
which allows for dialogue and 
some joint action with mem- 


standing ovation from the party 
bers of other parties, saying: 
Tt is the role of our party to 
lead the process of working 
with others to assure the coun- 
try's future". 

While his speech pledged 
conditional support for Mr 


faithful assembled in Harrogate 

Major over the economic crisis 
and over Maastricht the reali- 
ties of any likely co-operation 
were reflected in his making 
only a light attack on Labour, 
for joining in the government's 
"summer slumber”. 


Britain in brief 

Site* 

Report on 
bank failure 
to go public 

THE long-awaited report into 
the £42m collapse of the 
Savings and Investment Bank 
on the Isle of Man 10 years ago 
can now he published, a judge 
ruled yesterday. 

The 500-page Chadwick 
report into the bank's crash 
was shelved until the trial of 
two of its senior executives on 
fraud charges had been com- 
pleted, 

The report is likely further 
to embarrass the Island's gov- 
ernment over the past stan- 
dards of regulation of its off- 
shore financial industry. 
Publication Is expected to open 
the way for ex-gratia pay- 
ments to SIB depositors. 

The government hopes that 
will enable the island - which 
now has me of the toughest 
regulatory regimes in the 
world - to put the affair 
behind it 

Publication is expected on 
Tuesday after deletions 
ordered yesterday by Deemster 
John Corrin, the Manx High 
Court's senior judge. He said 
the deletions were minor and 
would not affect the thrust of 
tiie report 

Car output 
down 7.8% 

UK car production in August 
fell by 73 per cent from the 
same month a year ago accord- 
ing to figures released by the 
Society of Motor Manufactur- 
ers and Traders and the Cen- 
tral Statistical Office. 

Car output in August 
declined to 52343 from 57388 a 
year ago. 

In the first eight months of 
the year, however, output was 
virtually- unchanged at 858304, 
a marginal o.5 per cent rise 
from the 853.769 achieved in 
the corresponding period a 
year ago. 

UK car output has performed 
relatively well during the 
recession with much higher 
production for export markets 


largely making up for lower 
output for the home market. 

Production fell by only 43 
per cent from the peak of 13m 
in iQfla to 134m in 1991. In the 
same period UK new car sales 
fell by 30.9 per cent from 23m 
in 1989 to L59m- 

The share of output for 
export markets jumped from 
21.6 per cent in 1989 to 483 per 
cent in 1991. 


Bupa boss 
seeks links 

Britain's private health sector 
needs to develop a much better 
understanding with the medi- 
cal profession, Mr Peter 
Jacobs, chief executive of 
Bupa, the biggest private pro- 
vider, said yesterday. 

"In some quarters the per- 
ception Is one of warfare - a 
struggle on the part of the con- 
sultants to keep their fees as 
high as possible and of insur- 
ers to keep costs down,” he 
told a Bupa conference in Lon- 
don. 

Fees charged by doctors for 
private medical treatment 
were last week referred to the 
Monopolies and Mergers Com- 
mission. 

An explosion in treatment 
costs, said Mr Jacobs, was 
overhanging both the public 
and private sectors. This arose 
from growing public expecta- 
tions, the ageing of the popula- 
tion and technological devel- 
opments. While Bupa did not 
seek to become involved in 
clinical judgments in individ- 
ual cases, it was examining 
ways of establishing and moni- 
toring best practice and avoid- 
ing wasteful use of resources. 

“In doing so we will take 
Into account the legitimate 
interests of ail the parties 
involved - the hospitals. 
Insurers and medical profes- 
sion." But there must be 
mutual understanding that 
established standards of treat- 
ment would be followed in the 
majority of cases. 


Growth in 
self-employed 

Both the UK and Germany 
have experienced a substantial 
growth in self-employment but 
the increase has been most 
dynamic in the UK according 
to a report from the Anglo 
-German Foundation for the 
Study of Industrial Society. 

The report compared the 
phenomenon of self-employ- 
ment in both countries and 


1 1 


examines common characteris- 
tics and differences. 

In detailing the more favour- 
able influences in the UK the 
report said the economic and 
policy climate In the UK pro- 
moted business start-ups, while 
that in Germany was more 
favourable to maintaining the 
existing self-employed. 

The authors concluded that 
its increasing importance as a 
component of the labour mar- 
ket indicated a growing need 
for policy - makers to under- 
stand self-employment better - 
what factors influenced it and 
its implications for the func- 
tioning of the labour market 
and tbe economic and social 
welfare of the workforce. 

Scargjll fears 
pit closures 

Mr Arthur Scargiil, the miners 
president, claimed to have 
obtained confidential docu- 
ments showing that British 
Coal planned to close up to 30 
collieries - with the loss of 
more than 25,000 jobs. 

The detailed list allegedly 
shows three pits will close In 
the North East, 11 in York- 
shire, nine in Nottingham- 
shire, two in Derbyshire, two 
in the Midlands, two in south 
Wales and one in Lancashire. 
A covering letter dated Sep- 
tember l, 1992, accompanied 
the pit hit list and was pur- 
portedly from Minister for 
Industry Tim Sainsbury 
addressed to Chief Secretary to 
the Treasury Michael Portillo. 

Employees on 
pension boards 

Three quarters of major com- 
pany pension schemes have 
workforce representatives on 
the trustee board, according to 
Incomes Data Services, the 
independent pay research 
group. 

A fifth of pension schemes 
have at least one pensioner as 
a trustee, according to the sur- 
vey of 72 pension schemes pub- 
lished today. 

A 1983 government actuaries 
survey of all private sector 
occupational pension schemes 
found that about a third had 
workforce representatives on 
their trustee boards. 

In the wake of the scandal 
over pensions at the Maxwell 
group of companies trade 
unions, which view pensions 
as deferred pay, have argued 
that employees should have 
majority representation. 



We know that you can practi- 
cally never take your eye off an 
information system if you want 
to avoid irreversible mishaps: 
from the slightest hitch to bigger 
ones too painful to mention. 
That 's why at Compaq we found 


a way to avoid potential prob- 
lems by mating sure our servers 
watch themselves : they can be 
equipped with an exclusive sys- 
tem called “Server Manager/R “ 
that keeps surveillance on every 
critical component, from the 


hardware to the software. If 
something goes wrong, the server 
can usually self-repair. But if 
not, it lets you know and in time 
for you to do something about it. 
It can even call you at home. 

There's our secret: to have 



enough confidence in ourselves to 
admit that, even if me created 
the most reliable servers in the 
industry, something might go 
wrong. And then to envisage a 
way to fix it before you even 
know about it. 
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MANAGEMENT 

Christopher Lorenz examines whether recession has put a brake on the 
'empowerment’ of middle managers and other staff 

Rambo bosses back off g 

A t first sight, the proposi- Geigy, which is becoming less Ger- people* which specialises in both “In some organisations, it's driv- 
tion looks paradoxical, manic and hierarchical by the strategic and organisational change tog them to decentralise responsihil- 
even dangerously absurd: month. A few years ago the Basle- - including the fashionable “pro- ity faster as the best way to sun- 
that, at the very time when based company began using the cess re-engineering" - but to which plify business processes and get 










A t first sight, the proposi- 
tion looks paradoxical, 
even dangerously absurd: 
that, at the very time when 
the survival of countless companies 
is threatened by the worst recession 
since the 1930s, top executives 
should be decentralising authority 
and “empowering" their managers 
and other employees. 

In difficult times in the past, and 
especially during recessions, most 
executives have done precisely the 
opposite. They have slashed spend- 
ing by reinforcing their own power 
and that of the centre, taking back 
some of the authority which in bet- 
ter times they had delegated down 
the organisation. 

Yet, in one form or another, 
“empowerment" is what countless 
consultants, and almost every busi- 
ness academic, persist in advising 
companies to introduce. 

Some managements are under- 
standably frightened by the idea: 
they think it will reduce their 
authority and render decision-mak- 
ing slow or risky. But in America, 
PepsiCo, Xerox, General Electric, 
Ford, General Mills and a myriad of 
other companies have embraced 
“empowerment" or the very similar 
principle or “high-involvement". 

In Europe, new practitioners 
range from BhS, the British retail- 
ing group which is now very much 
on the mend, to Switzerland's Ciha- 


C orporate America has just 
unveiled an important 
Initiative to help employees 
find adequate care for children 
and elderly parents while they 
are at work. 

More than ioo companies have 
joined forces and committed 425.4m 
(£ 12.8m) to fund a range of child 
and “elder care” programmes In 
44 communities across the US. The 
move is being led by 11 of the 
largest businesses in the US, 
including International Business 
Machines, American Telephone 
& Telegraph, Exxon, Motorola and 
American Express. 

Schemes include the construction 
of childcare centres, training for 
i child-minders who look after 
’ children in their own homes, 
special programmes to occupy 
school-age children during holidays 
and the organisation of volunteers 
to visit aged relatives. 

American companies which once 


Geigy, which is becoming less Ger- 
manic and hierarchical by the 
month. A few years ago the Basle- 
based company began using the 
term "directed autonomy”, which 
management found less threaten- 
ing. But now, though it avoids the 
e-word when it can, it frequently 
feels obliged to use it to convey 
what It says is a more far-reaching 
process and set of attitudes, in 
which management’s role is not just 
to provide direction, but also auton- 
omy and support, so that the 
employee feels self-empowered. 

Empowerment may be a ghastly 
word and it is certainly over-used, 
but the degree of interest in the 
concept in Europe, particularly the 
UK, is soaring. 

This is demonstrated by a recent 
surge in consultancy work on and 
around the subject A number of 
strategic and especially accountan- 
cy-based consultancies have suf- 
fered sliding revenues and staff cut- 
backs in the past two years. But at 
Kinsley Lord, a specialist UK firm 
which sees empowerment as a cen- 
trepiece of its work on organisa- 
tional change, business has boomed 
since the start of the recession. 

The firm's revenues have shot up 
by a third in the first nine months 
of the current year, and are expec- 
ted to rise more sharply still in 1993. 

Gemini is a much larger Europe- 
an-Axnerican consultancy of 1200 


people *which specialises in both 
strategic and organisational change 
- including the fashionable “pro- 
cess re-engineering" - but to which 
empowerment is equally central its 
revenues also grew by a third last 
year, a rate which is now accelerat- 
ing. "Harnessing the drive, ingenu- 
ity and power of people is central to 
what we do," says Peter Beilby. its 
European senior vice-president for 
marketing. 


H is colleague. Professor 
Dean Berry, says: "Com- 
panies may not start out 
with empowerment as a 
goal. But when they strip levels out, 
try to compress time-to-market, and 
redesign other processes, they end 
up with it. Even with advanced 
information technology, you can't 
really run a delayered organisation 
by ‘command and control* meth- 
ods," he says. “The people route is 
more timely, simpler, more cost 
effective, and less risky.” 

The trend towards greater decen- 
tralisation, involvement and author- 
ity in many companies - though 
not always to a degree which merits 
the grand term “empowerment" - 
is confirmed by two accountancy- 
based consultancies. At KPMG, 
David Bishop, a partner, says that 
in the UK the recession is causing 
centralisation only in companies 
which are in extremis. 


“In some organisations, it’s driv- 
ing them to decentralise responsibil- 
ity faster as the best way to sim- 
plify business processes and get 
costs out the door." he reports. This 
trend is not necessarily in conflict 
with directives from the top to cut 
costs, he argues. The key question 
is whether middle managers and 
other employees have any choice in 
the level or the method of cuts. 

Vic Luck, head of consulting to 
commerce and industry in the UK 
at Coopers & Lybrand. agrees that 
some companies are pulling finan- 
cial authorisation back to the centre 
and that a second, small group is 
“taking a step backwards” by cut- 
ting total quality programmes 
because they are not giving immedi- 
ate results. But a third group of 
companies is continuing with its 
decentralisation programmes, he 
says. At the same time, they are 
.cutting expenditure, frequently by 
giving staff their head in cost reduc- 
tion programmes. 

A remarkable example of this last 
year was within British Airways 
Engineering. Alongside a total qual- 
ity programme introduced with the 
help of consultants from Kepner- 
Tregoe, management’s targets for 
expenditure cuts were exceeded 
almost threefold when aircraft 
maintenance staff were let loose on 
the problem; they produced savings 
of £24m against the target of £8.Sm. 


John Perkins, BA’s chief engi- 
neer, now says: “I don’t mind admit- 
ting 1 was a Rambo-style manager 
- r have changed my own style 
because I have seen that it is just 
not the most successful way." 

His approach contrasts markedly 
with Standard airline map agpi ppnt 

Most airline campaigns to create 
greater "customer care”, and other 
such programmes designed to 
change staff behaviour, tend to 
empower employees less than they 


programme them to act in a particu- 
lar way. 

Airline managers who are more 
conservative than Perkins would 
argue that tins is because most 
tasks In their industry are done 
more effectively via control than 
through empowerment. That is cer- 
tainly the approach practised by 
successful, but rather soulless, US 
airlines such as Delta and Ameri- 
can. But it is also whey passengers 
tend to be cynical about staff 


Corporate America gets together to show it cares 

Martin Dickson reports on an initiative to help employees with children and aged parents 


shunned any role in their 
employees’ family lives have 
become much more involved in 
the area over the past three to four 
years, due largely to the growing 
number of women is the labour 
force and competition to attract 
and retain skilled labour of either 
sex. 

The same pressures are evident 
in politics, with both houses of 
Congress recently passing 
legislation which would require 
employers to give workers up to 
12 weeks of unpaid leave, with 
health insurance kept in force, 
to look after sick famil y members 
or for their own medical needs, 
including pregnancy. 

President Bush is certain to veto 


the legislation on the grounds that 
such leave should be negotiated 
by workers, rather than mandated 
by government. But polls suggest 
the idea is extremely popular 
around the nation and it is likely 
to become law if Bill Clinton, the 
Democratic presidential nominee, 
wins the November election. 

The new corporate initiative 
represents a big leap forward: 
previously, each company generally 
pursued policies on its own. The 
degree of co-operation they have 
now agreed upon is unprecedented 
and is likely to set an example 
many other businesses will follow. 

Indeed, the founders of the 
venture are encouraging other 
companies to join it In a statement 


accompanying the initiative, the 
22 leading companies declared that 
"dependant care is a primary 
concern of American business. 

Our diverse workforce is 
increasingly populated by 
employees who must arrange care 
for family members - young and 
old - in order to be fully 
productive at work. Meeting the 
basic need for support of our 
working families is one of the most 
critical issues we face." 

The basic advantages in pooling 
resources are seen as: 

• Economic and logistic. 
Individual companies have found 
that it is either too costly, or then- 
employees are too scattered, to 
make it worthwhile setting up a 


programme in a particular 
community. When they Join 
together, the increased scale makes 
projects feasible. 

• A systematic approach. Until 
now, companies have tended to 
take a piecemeal approach to 
dependant care issues, with each 
tackling just a few of the wide 
range of problems faced by 
families. According to Fran 
Rodgers, chief executive of Work/ 
Family Directions, a Boston-based 
dependant care consulting 
company, the new scheme “attacks 
many problems at the same time". 

• Community involvement. The 
new initiative draws in many local 
community organisations and, 
while primarily designed to help 


companies’ employees, it is also 
meant to raise standards of 
childcare across the community. 
For example, child-minders in some 
communities win be given t raining 
Irrespective of whether company 
employees use their services. 

Companies involved in the 
scheme stress that It does not mean 
they themselves are plunging Into 
the dependant care business. The 
fends they are contributing will 
be used as grants to help 
Independent care providers. 

The largest number of projects 
In the programme involve 
improving the care of school-aged 
children when they are not safely 
in the class-room. 

Many parents find some of their 




retraining pragnmunw which pro- 
vide a supertfcUl glens of ampoaov , . 
raent, yet which do not allow them 
even to provide the occasional hun- 
gry passenger with a second bag of 

peanuts. 

This is just the very trttatip of an 
iceberg of confostoh, anxiety and, 
for some people, ex c itemen t which 
surrounds the concept of empower- 
ment. 

A second article on a rap o mu ment % 
will appear an Monday 


greatest dimcultioa are ta finding 
quality help for group, 

especially during school hottdayt, 
rather than meeting the lass 
complex needs of prewdwol 
children. 

However, in dollar tana, wall . 
over half of the g&Mttt wifi be 
spent on building or expaudtm - .. 
childcare centres. MR lUs will 
go fur the care of tineetderlsr, which 
is in many respects* triOler 
problem to solve; parents often 
live some distance from their 
children and potential dUttcolUes 
are far more varied than those 
of children. 

The initiative r epre s ents . . . ' 
corporate America’* strongest 
recognition yet that qompankw 
which want to attraet the best . 
employees will need to pay much 
more attention in the 1890s to. 
helpliqr sfeff find a balance 
between the demands of a job and 
increasingly complex home fires. 


CONTRACTS & TENDERS 


Red 

September 



Treuhandanstalt 



The Treuhand Agency rs offering the 

ELECTRONICON Kondensatoren GmbH 


■- 

WiesestraBe 151, 0-6500 Gera 


•'•A 

in the federal state of Thuringia for sale. 

■ - " 



Purchase requires that at least 230 current jobs 
be maintained and that new jobs be created 



Fashion fc' 






T HIS Saturday, die Times Saturday Review 
comes with a stylish accessory: an Autumn 
fashion supplement. 28 pages of sumptuous 
colour: looks for scarlet women, the new war 
paint. Nicole Farhi’s style secrets, suits for 
smartypants, and more. 

Hie rooftop of the world. 

In every Saturday Review you’ll find a 
special discount voucher to save you money 
when you visit the spectacular new exhibition. 
The Sacred Art of Tibet, at the Royal Academy. 
Plus details of private viewings, exclusively for 
readers of The Times. 

Ex-paras hit the small screen. 

Lynda la Plante, the award-winning 
author of Widows and Prime Suspect, talks at 
length about her career and her new TV series. 




The Company: 

complete technical equipment of mid 
and higher standard for the 
manufacture of capacitors from 
metallization phase to final testing 
phase. During 1991 and 1992 approx. 
10 million DM were invested 
(rationalization and environment). 
Theftrmwascomptotefyreconcept- 
uafized and restructured at that time. 

Employees: 

technical engineering and 
administrative personnel with 
university as well as technical school 
degrees, foremen, stalled workers and 
semiskilled temporary workers. 

Products: 

alternating stress capacitors 
(fluorescent lamp capacitors, 
motor capacitors, power capacitors, 
power electronic capacitors, furnace 
capacitors with MKV and MKP 
techniques) as well as paper and foil 
metallization with a zinc or aluminium 
base. All products have national and 
international licence symbols. 


Central Plant Wiesestra&e 151 

Buikfings and Grounds: 

24,621 m 2 large plant site; 18,364 m* 
large useful area: three buildings 
(constr. 1980), one of which is a 
production building, as well as a 
storage and administration building 
with new interior development 
<15,000 m J ). The firm has its own 
parking area, 
location: 

industrial area in Gera, good transport 
connection to the federal autobahns 
A 4 Bad Hersfeld-Dresden <8 km) and 
A 9 Berlin-Numberg (20 ton) as well 
as a small airport (5 km). 

Gera-Pforten Plant 

(Metallization) 

Bufidmgs and Grounds: 

8,960 m* large plant site; 2,080 m* 
large useful areai one production hall 
(constr. 1983), steel skeleton structure 
with massive annex. 

Location: 

eastern outskirts of Gera, in 
an industrial area, distance from 


KHUN S. 

.c> 

FotaJam 


MagditaV 


international licence symbols. central p lant approx. 3 km. 

Inspection dates should be arranged through Dr. Werner Sdueaaer, tek (German 




Civvies - ex-paras come to terms with civilian life. 

A good weekend’s reading. 

This Saturday's long distance weekend takes 
you to Hong Kong; Clement Freud takes 
breakfast with Paula Yates; and Beirut hostage. 
Brian Keenan talks exclusively with The Times 
about how he is coming to terms with freedom. 


Additional information on bkfcfing Deadline for aH bids: 

procedures and additional information October 9, 1992. 12dW ■ m 

can be obtained at the Treuhandanstalt room 3207 at the: 

Direktorat U4A, telefax: 30/3154-1 K8 
or -2903. 


Invest in the 
new federal states 
of Germany; 

A newly competitive 
company seeks a 
creative partner. 

dialling code) 62 21/9 11 8tT 


Treuhandanstalt 

DfoelctoratU4A 

Uipziger StraSe 5-7 

0-1080 Berlin 


COMPANY NOTICES | LEGAL NOTICES 




Nbfag(Q«dMIM« 

GENKV A ELECTRICAL 
6CRVKEE LOOTED 
Ncmca B HEREBY GIVEN, pout i» 
Main oca «#*■ Uwer As ins, AM. 

mtaf Wm oAsn of tin abwm mrt 

eeapugr vO be held Tlw Oread Hold. 
CtJtf 5m, Lacwr «n 28 Sepamtar «» 
■t 1QJQ n far tba porpoac of rdbIiIbi a 
■upon by ifco Join AUMn 

Rwalran mi if lboo«B ft to wuMbb ■ 
ra— iw«» (*tk» wfl ia M c— mlmO w 


ART GALLERIES 


KUNSTMUaBM AND KUnSTHMIX twll 
artnwintd; tmtFom Pietwo Object 
Sculpture In tM 3081 esntury I4.fi. . 
27.9.1992. Dally 10-17 h. 


SUKUR a HKOUliawAfSUHOAY HUBS 
WATERCOLOUR COMPETITION An Mu- 
tton of dritott** OnMt w ntonuo ul ra an 
Ohov si Dw Molt Q mortis. Thn MaU. Lon- 
Oon SWi until 20Bi Sept I Oam • 5pm 
AantMort IrM, 


nod «*p h rim at So t oifia d , i ny l b ii 
■tt aqr data » hu ndu by A* o«A«r at &- 
officn of the Me H bte-S * I tn i hw . 
Oak GoB>. Abm Hune, 32 Mu Ln, 

■ -' ll- -."Hi — ^ - ,-n 

Stfiobv 1992. Cndnn when cUlm « 
whafly mmud — mmlMunrteii 


LRaflBlSiyJohUAitiifciWiNl n Roomer 
Dxnd to 7* dqrSayudn 15J2. 


APPOINTMENTS 

ADVERTISING 

appeara every 
Wednesday & Thursday 
(UK) 

& Friday 

(in the International 
Edition only.) 


COMMERCIAL 

property 


Appears every Friday m the Financial Times 

For details of our 1 992 ari ■ * lVMS J 

fiitnm ... advertising rates and 
future surveys, please contact:- 

WAI FUNG CHUENG 
<*0718733574 

why Tax on 
071873 3 064. 

KiEiri .*V:. 
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FILL 


TO 


JOBS 


THE FIRST 


.-: ' ■ •; •'• '• ‘ V- *2 j.5_‘ 

PERSON I SAW 


TOOK 


r ' ' 4 . ! 

*r- . -t,;. 


y ‘ ' - . * 

THE LOT.” 






it-: • 
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The first person I saw was 


from the local Jobcentre. 


If turned out she was their 


•Marketing Manager. 


She was also well informed. 


Through one of her contacts 


^he’d found out that we were 


building a new superstore, 


And we’d barely got the 


scaffolding up before she was 


there to see if she could help 


us with staffing the store, 


Talk about getting your act 


together. 


She told us how her team 


’at the Jobcentre could get 


touch with our personnel 


department to find out exactly 


what staff we'd need. 


* And how they’d be able to 


filter the applicants to match 


Up V 
>!* 

* 


She also said we'd be able 
to use her Jobcentre for inter- 
viewing. Good job, really. We 
didn’t have a finished store, 
let alone an interview room. 

And if we were interested, 

she could arrange some open 

days for us. 

She could even organise 
the advertisements for them 
in the local press. It was pretty 

impressive, really. 

We’d only just decided 
how many staff our new store 
was going to need. And she d 
worked out how to go about 
filling every single vacancy. 
We had to give her the job. 
All 150 of them. 

For more information please 

contact your local Jobcentre. 


CENTRE 


150 


HAD 
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THE PROPERTY MARKET 


W hen, In 1978. the Royal 
Institution of Char- 
tered Surveyors con- 
ducted a post-mortem 
on the early-197Qs property boom 
and collapse. It concluded that even 
if a comparable property price rise 
were repeated, “we do not believe 
that such a sudden collapse could 
occur again, unless triggered by 
some event as traumatic as the oil 
price explosion of 1974". 

With the benefit of hindsight 
their optimism has proved 
unfounded: they attributed too 
great an importance to external 
events and too little to the inherent 
instability of the property market. 

What are the roots of this insta- 
bility? Property development Is ren- 
dered uncertain by the long lead 
times involved: when a developer 
embarks an a large scheme he has 
to anticipate demand three to five 
years ahead. 

Buildings by their nature are a o 
illiquid form of investment. It is 
therefore inevitable that the prop- 
erty market tends to swing from 
shortage to surplus and back again, 
as supply overshoots and Is then 
cut. These cyclical fluctuations are 
reinforced by the periodic specula- 
tive fevers which grip ail markets 
subject to such volatility. 

FTor these reasons, property bub- 
bles and crashes have occurred at 
every stage in the evolution of capi- 
talist economies. The crash of the 
mid-1970s, however spectacular, was 
not unique: it was merely the first 
of the post-war period. Further- 
more, It is dwarfed by the scale of 
the crash which is now under way. 

Take as an example the City of 
London office market one of the 
most volatile markets of recent 
times. Between 1989 and 1991 some 
15m square feet of new office space 


The crash — it can 
happen again 

Richard Barras looks behind recent boom-bust cycles 


was added to the City stock, com- 
pared with 5m sq ft In the equiva- 
lent three-year period of buoyancy 
In the 1970s. 

As a result there is now about 
12 m sq ft of vacant space available 
in the City, compared wtth a peak 
of no more than 4m sq ft during the 
1970s. According to the latest fore- 
casts by Property Market Analysis, 
a research group, the combination 
of this severe over-supply and the 
recession will produce a fell of more 
than 50 per cent In City rents 
between 1989 and 1993-94, compared 
with a drop of just over one third in 
the last crash. 

Nevertheless, there are several 
parallels between the current cycle 
and that of the 1970s. 

First, in each case a strong 
Increase in demand for property, 
leading to rapid increases in rents 
and prices, was generated by a 
politically-inspired, but unsustaina- 
ble, burst of economic growth, hi 
1972-73 this surge in demand was 
fuelled by the "Barber boom", while 
in 1987-88 it was the “Lawson 
boom"; the result was a similar 
annual 3.5 per cent average rise in 
gross domestic product in the four- 
year upswing of each cycle. 

Second, the wave of development 
triggered by rising rents was turned 
into a speculative surge as a result 


THE IRONY IS J CWN 
500,000 ■SGmPtGB FEET 
EMPTY GFFiC£SPAZg 

of relaxed monetary policy and the 
enthusiastic participation of the 
banks. Thus in each period there 
was an explosion of bank lending 
for property development, which 
culminated in property companies 
accounting for almost 10 per cent of 
all outstanding bank debt in the 
aftermath of each buoyant period. 

Third, the main bulk of new 
development reached the market 
just as the economy, and therefore 
property demand, was tripping into 
a recession induced by a tightening 
of monetary policy. The 1974 crash 


was precipitated by a rise in inter- 
est rates from 4.5 per cent to 13 per 
cent and a corresponding 1.5 per 
cent fall in GDP; in 1991 it was an 
Increase in interest rates from 7.5 
per cent to 15 per cent and then a 
2.5 per cent fail in GDP. 

All three conditions are necessary 
to create the classic property boom 
and bast Of course, special market 
factors will operate In each cycle, 
but these tend to exacerbate the 
upswings and downswings, rather 
than provide their primary cause. 

In the early-1970s the Imposition 
of a freeze on business rents, and a 
Development Gains Tax, did noth- 
ing to improve confidence in the 
market but it was tbe transforma- 
tion of economic circumstances 
reinforced by the oil crisis which 
made the 1974 crash inevitable. 

Similarly, while the incentives for 
development in Docklands encour- 
aged the Corporation of London, the 
City’s governing body, to relax con- 
straints on development in the mid- 
1980s. the underlying cause of the 
subsequent central London office 
explosion was the surge in demand 
created by economic expansion in 
general and financial deregulation 
in particular. 

Yet does the instability of the 
property market really matter? The 
answer must be yes. The scale of 


the recent development activity was 
such that it contributed signifi- 
cantly to the overheating of the 
economy as a whole. 

And in retrospect, the £40bn of 
outstanding loans to the property 
sector, much of which is now tied 
up in empty buildings, represents a 
serious misallocation of resources 
in an economy which is investing 
fhr less than its competitors in pro- 
ductive Infrastructure or manufac- 
turing Industry. 

If the instability of the property 
market does generate such serious 
economic and social costs, can it be 
contained? The answer seems to be 
only to a limited degree. 

Ironically, in its post-mortem on 
the 1970s crash, one of the strongest 
lessons for the future highlighted 
by the RICS was that “It is highly 
dangerous for any government to 
attempt to regulate the property 
market by seeking to limit the sup- 
ply of property coming onto the 
market in response to demand". 

If the 1990s crash teaches us any- 
thing, it is the opposite dangers of 
deregulation - both of the supply 
of credit and the control of planning 
permissions. Indeed, the case for 
strategic planning has been 
reinforced by tbe Canary Wharf 
saga, where offices were built 
before tbe transport infrastructure 
necessary to bring in the workforce. 

Even if these lessons are learned, 
property surges and crashes at least 
as severe as that of the past five 
years win certainly happen again. 
The next such cycle is unlikely to 
be until after 2000, and by then it 
could well be that the policy con- 
text is being set at European rather 
than national level. 

The author is a partner with 
Property Market Analysis 


A mild sense 
of relief 

Vanessa Houlder on whether 
history will repeat itself 


F ew sectors promised to 

benefit more from the UK's 
decision to enter the 
exchange rate mechanism 
(ERM) In October 1990 than 
commercial property, which held 
out hopes of Interest rate cuts and 
more inward investment. 

After a disappointing two years 
though, sterling’s suspension this 
week from the ERM has been 
greeted by the property sector with 
relief - tempered by astonishment 
and concern at the wild gyrations 
in government economic policy. 

The reasons for this relief stem 
from the reversal of Wednesday's 
Interest rate rise to 15 per cent; 
tenants. Investors and 
overborrowed companies gratefully 
applauded the step-down. In some 
quarters, encouragement was also 
drawn from the damage inflicted 
on the government’s policy of 
taking sterling into the ERM at 
an overvalued rate against the 
D-Mark and high real interest 
rates. Any resulting boost to the 
economy will ultimately reduce 
the oversupply of space, the 
property sector’s most fundamental 
problem. 

Perhaps the biggest question 
mark hangs over prospects for 
inflation; It was inflation which 
helped to lift the indebted property 


sector out of the slump of the early 
1970s; this was because of lower 
real interest rates and the role of 
property as a traditional hedge 
against inflation. 

But not everyone believes that 
history will repeat itself. The 
deflation gripping the economy 
is very different from the economic 
climate that prevailed in 1967 - 
the time of the last devaluation 
- and 1976. Moreover, even If 
retail price inflation takes off, it , 
is not clear that asset values will j 
follow. 

In the view of Mr Robert Fowids 
of Kletnwort Benson Securities, 
property values will only rise In 
response to a weight of money 
moving into the sector. This, he 
thinks, ig unlikely given that 
institutions are no longer restricted 
by exchange controls. Faffing 
interest and exchange rates In tbe 
US have done little to halt asset 
deflation, he says. 

Even the idea that infla tion is 
good for property Is challenged. 

“If the result of devaluation is to 
lift inflation, we are back to the 
stop-go policies that are unhelpful 
to property." says Mr Peter 
Evans of Debenham Tewson 
Research. “What the property 
market needs Is steady economic 
growth." >¥| 


Exceptional Values 
On Premier Properties 
Being Offered For Sale 
By Sealed Bid 


Commercial Properties 
In Texas, California, 
Colorado and Louisiana 

• Apartment Complexes • Office Buildings 

• Industrial Facilities • Investment & User Land 

• Retail Centers • Ranch Land 

• Special Use Properties 

-BID DEADLINE OCTOBER 15, 1992- 

Selectlve Financing Options On Specified Properties 

Call For Catalog 
1-214-369-0931 

Or Fax Request And 
Credit Card Number To 1-214-369-1357 

Catalogs Only Available By Expedited Delivery 
Charged to MasterCard or Visa 

A Joint Venture Of 




Lock Box 702 • 10440 North Central Expressway • Oaks, leas 75231 - USA 


18 King William Street, EC4 






Prestige, newly refuibidicd offices in 
ihe bean of the City. 

Air axuSiioned and with cvpadtiqg 
facilities. 

3.500 to 35,000 square fee available 
on flexible leases. 


Under £20 per sq. ft. 


For more mfomutton, call Ian Wylie 
on 071-621 1704. 


HexeilWyiie 

Cnortwed Sunwrora / 


1 Rayed Euhongs Annus London EQ 

Telephone 071-621 1704 


HlGHFlELD HOUSE 

FOUNDATION PARK • MAIDENHEAD 


An excellent 

Headquarters Office Building 
of 16,865 sq.ft, to let 



LAMBERT SMITH 
HAMPTON 

0628 76001 




MM 

()‘l 

• 49 s 2 688 


OI I n terest to Developer, and Ipvetws 

ASCOT 

PRIME RESIDENTIAL 
DEVELOPMENT SITE 

WITH 

DETAILED PLANNING 
PERMISSION FOR 26 
LUXURY APARTMENTS 

ALL ENQUIRIES: 

GR1MLEYJ-R- EVE 

071-895 1515 


PARK LANE, 
MAYFAIR, Wl 

Executive office luiic approx 1520 
sq n urilA ilefigfltriil views over 
Hyde Par*. Poncr. automatic lift, 
central heating, prestigious 
entrance hall. Lease expires 
November LW. SUBSTANTIAL 
REVERSE PREMIUM. 

Metiers ii X Hanling Otl 494 0366 




9,000 sq ft, 20 ft Em, Height 

Secure warehouse on industrial 
estate in Hemel Hempstead 
Short team Let or your goods stored 
Unloading facfliiics. admaiistraiion 
rei v i c es/telc p hone/fax if required 
Available October 1992 onwards 

Contact: Martin Roddy 
0442 69131 or fax 0442 2(7021 

BUCKWOMAM PALACE ROAD. SW1 RMMf 
r«Md parted otocea to la, horn 500-1000 sq 
R on slngta How. 2 rn*T3 walk from Victoria 
Italian Now Ioomm. Rants from CIO-64 pt>. 
IMNarefi & HanJMgQTT-*09 0868 

L o n do n an Nawfy raturbtohad open plan 
oMcaa. 3390 sq n In pramioant lomanora 
DuiMfnU. 24 how sacunry and 3 IMa .FIF- 
TEEN MONTHS HOff FREE AVAILABLE 
wfiereh a Minnnp an-aa oaaa 

St James's Place 
London SWI 

Refurbished offices - 403 
sqft. Self contained floor 
with own toilet and kitchen- 
die. Flexible lease terms 
available. 

Melfcwh & Hint tog 
071 449 08M Rcf:PJA,JPS 


ON BEHALF OF 

COLGATE -PA IMG LI l F FSFAAA 5.4 

MADRID 

N-II MADRID 
BARCELONA HIGHWAY 

FOR SALE 


Modem Production/Distribution 
facility and offices with 
expansion land. 

(6.000 m : MODERN 
ACCOMMODATION 
ON SITE OF 
13 HECTARES 


ADVANCE INVESTOR ANNOUNCEMENT 










XJp to $750 Million Valuation 









FEDERAL DEPOSIT INSURANCE CORPORATION 


NATIONAL REAL ESTATE 

AUCTION 

December 1 and 2, 1992 

Fairmont Hotel • Dallas, Texas 



f||l Berkeley Square 

P 3 1 M 1- MAYKA! II OKFIOH BUILDING 
5,000 SQ FT TO LET 
ANY (CASON ATT OFFER C0XSEMRM) 


BAKER LORENZ 

071-409 2121 


ian scon 

071-493 9911 


IMPORTANT 

ANNOUNCEMENT 

The guide to 

UK Property Supplement 
will now be published on 
Friday 6th November 

The copy deadline will be 
Friday 23rd October 

This survey will be published 
in tabloid format and will provide 
in depth analysis of commercial 
property ranging from an overview 
on Business Parks and Retail 
through to Property in London, 
Midlands, Scotland and Yorkshire. 

For further editorial synopsis 
and advertising details, please 
contact 

Wai-Fung Cheung on 
071 873 3574 











OVER 250 

COMMERCIAL PROPERTIES IN 26 STATES 


OFFICE SHOPPING APAKTVSOT 

HOTELS I 

BUILDINGS CENTERS COMDEXES PROPERTIES 







Auction Conducted By: 





GruhbdElIis' 


Rcss-Pove 




Texas Lie. *7520 





TO RECEIVE A COMPLETE AUCTION BROCHURE PACKAGE; 

(800) 445-3683 • Fax: (415) 572-1502 




BROKER PARTICIPATION ENCOURAGED 
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len 


LISBON 

Prime Site 

on 

Av. Jos6 Malhoa 
(Near Praga de Espanha) 


Aren of Site: l.lSSsqm. 
Possible construction areas: 
Offices 7,596 sq m. 

Office of Retail 1,188 sqm. 
Retail 882 sq rn. 

Parking 4,752 sq m 

Tel: 351-1-69 31 06 
Fax: 351-1-69 31 07/65 93 14 
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Heavyweights for Securities 



The newly-formed Securities 
Institute, reflecting its plan to 
expand into a wider range of 
activities, has succeeded in 
bringing five City heavy- 
weights on to its hoard. The 
body, set up earlier this year to 
act as a professional institute 
for the securities industry, 
wants to bring in investment 
managers and corporate finan- 
ciers to swell its membership, 
which currently stands at 
4,200. Two of the latest board 
appointments reflect those 
ambitions: Paddy Linaker 
deft), chief executive of M&G, 
the unit trust group, and Elch- 
ard Broadbent, director of J 
Henry Schroder Wagg. 

The appointment of David 
Burton, a director of SG War- 


burg and chairman of the Lon- 
don International Financial 
Futures and Options Exchange 
until earlier this year, also 
indicates the institute’s inten- 
tion of covering the derivatives 
markets. 

The other appointments are 
Michael Hoiks, chief executive 
of Smith New Court, the mar- 
ket maker which has grown 
into a fully-fledged securities 
house, and John Spencer, dep- 
uty chief executive of Barclays 
Bank's investment banking 
division and markets division. 

A further board position 
remains to be filled, and Tim 
Nicholson, chief executive, said 
he hopes it will be used to 
strengthen the Institute's 
investment management side. 


Clinton-Davis appointed to AMA 


£ 
• > 


Lord Clinton Davis's election 
as president of the Association 
of Metropolitan Authorities 
will add some weight to the 
hoarse voice of local authori- 
ties In London. 

A former EC Commissioner 
and long-time Labour MP, 
Clinton-Davis is no stranger to 
local government After a long 
stint on Hackney council in the 
1960s, he was mayor In 1968. 

However, given the parlous 
state of local government, 
some of the wits at the AMA 
were pointing out yesterday 
that his chief q ualifications for 
the Job lie in his other public 
^appointment: chairman of the 
Refugee Council. 


Created a life peer in 1990, 
Clinton-Davis is Labour's 
transport spokesman in the 
Lords. His bread and butter 
comes from the City solicitors 
S J Berwin & Co, whose envi- 
ronment law team he heads. 

The AMA represents 36 met- 
ropolitan districts, 30 London 
boroughs and the City of Lon- 
don Corporation. With Rodney 
Brooke, the dynamic former 
chief executive of Westminster, 
as its secretary, its profile is 
fairly high; but with a central/ 
local government rapproche- 
ment in fuH swing, anything 
CUnton-Davis can do to endear 
It to suspicious Tory ministers 
win be warmly welcomed. 



Departures 

■ Sir Jeremy Morse has 
announced that he will retire 
as chairman of LLOYDS BANK 
on February 6 next year. 

■ John Beedle has retired from 
CARLTON 
COMMUNICATIONS. 

■ Norman Corlett has retired 
as chairman of the IST.R OF 

MAN STEAM PACKET 
COMPANY Ltd. 

■Florian Walewski has 
resigned from TRANSPORT 
DEVELOPMENT GROUP. 
■Keith Simpson, chairman 
of the Leeds Business Venture, 
is retiring as assistant general 
manager, retail banking, of 
YORKSHIRE BANK after 44 
years. 

■Daniel LaugMan has retired 
from HALIFAX BUILDING 
SOCIETY. 


Aegis reforms its board 


Aegis, the group which 
specialises in buying and plan- 
ning advertising space, has had 
a turbulent year. 

It forced out Its highly-paid 
chairman and chief executive, 
Peter Scott, in July, and its 
share price has slid from a 
peak of 215p in October 1991 to 
under 30p now. At the time, 
Scott's departure and the 
greater Influence over the com- 
pany of its largest shareholder, 
SFEC, were seen by some ana- 
lysts as a a "French coup". 

Yesterday, in the aftermath 
of the Scott upheaval, four new 
Aegis directors have been 
appointed. 

Two relative youngsters join- 
ing the board as executives are 
Bruno Kemoun, 35. and Eryck 
Re b bo oh, 36, both French. 


Their careers have moved 
along very fines and in 
the French advertising world 
they are widely known as "the 
twins"; they have been joint 
managing directors of Carat 
France since 1990. 

They are joined by the posi- 
tively youthful Dominic Shor- 
thouse, who at 30 is a vice-pres- 
ident of Warburg Pincus, the 
US investment bank and other 
major shareholder. Shorthouse 
becomes a non executive direc- 
tor, adding to his London 
Weekend Television director- 
ship. 

Ray Kelly, the Richard Bran- 
son look-alike chairman and 
chief executive of Carat UK, 
one of Aegis’ operating compa- 
nies, has also been appointed 
an Aegis director. 


■ Grupo Flnandero Inveriat, 
Mexico's fourth largest 
finanrial institution, has 

poached one of the City's 
leading experts oo Latin 
American stock markets to 
set up Its European operation, 
based in London. 

Jeremy CampbeU-Lamerton, 
35, who set op Lazard 
Brothers' Mexican operation 
in 1983 and Baring Securities’ 
Latin American equity 
business in 1990. explains that 
INVERLAT INTERNATIONAL 
is waiting for formal approval 
from the Securities and 
Futures Authority and expects 
to open for business at the 
beginning of 1993. By Hi«i . 
be expects a team of 15 
salespeople and analysts to 
be in place. 

■ Christopher Burt, until 
recently with Pavilion Leisure, 
has been appointed company 
secretary of TULLETT & 
TOKYO FOREX 
INTERNATIONAL 

■ Andrew Nonnan-Butler has 
been appointed a director of 
Gerrard Vivian Gray, a 
subsidiary of GERRARD AND 
NATIONAL 

■ Peter HoTT forehead has been 
promoted to operations 
director of FORWARD ASSET 
FINANCE. 

■ Angus Griffin, formerly chief 
general manager, operations, 
and Simon Featherstone, 
formerly chief general 
manager, finance, have been 
promoted to group commercial 
director and group finance 
director, respatively, and have 
Joined the board of NORTH 
OF ENGLAND BUILDING 
SOCIETY. 

■ Radhlka AJraera and Piedad 
Fernandez have been 
appointed directors of 
ABTRUST FUND MANAGERS; 
they move from Ivory & Sime. 

■ Pascal Boris (below), 
formerly area manager for 
North America, has been 
appointed head of banking at 
BANQUE PARIBAS London 
branch. 
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GREEK EXPORTS SA 
ANNOUNCEMENT 

OF A PUBLIC TENDER FOR THE HIGHEST BED 
GREEK EXPORTS registered in Athens, (17 Panepistinuou Street) 
and legally represented. In its capacity as liquidator, in accordance with 
article 46a of Law 1892/1990, supplemented by article 14 of Law 
2000/1991, 

ANNOUNCES 

A public tender far the highest bid with sealed, binding offers for the 
purchase, in toto, of the assets of GENERAL INDUSTRIAL 
ENTERPRISES - VKPOL SA, re gis tered in Athens at 13 AnnriUa Street 
and engaged in the processing and standardisation of fruit and gardening 
products. The factory is situated on the Vania-Edessa national road on a 
self-owned plot of land of 11.7 acres. A neighbouring plot of land of 3J2 
acres is also owned by the factory. The bufltfog* have a total ana of 10,400 m' 
TERMS OF THE TENDER 

1. For this purpose all Interested parties are invited to receive the Offering 
Memorandum from the liquidator and submit a sealed, binding offer to the 
notary public appointed to tbe tender, AndrianJ-Dimitra Zapheiropoulou- 
Bcoaomopooton, 61 Stadium Street, Athens, 3rd floor, Office No. 4, tel. 30 
1 321.9801, 321.4925 and 721.1896 and who from 5th October 1992 is 
moving to 18 Vuknrestkm Street with the same telephone numbers and also 
30 1 361.8249, np to 14th October at the latest. Bids must be submitted in 
person or by a legally appointed representative. 

2. Tbe bids will be unseated before the above notary on 13th October 1992 
at 1000 hours whh tbe UqnUator In attendance. Bidden who have submitted 
their offers within the prescribed time limit may also attend. Bids submitted 
beyond tbe prescribed time Drait are not accepled and will not be considered. 

3. Sealed offers must dearly state tbe purchase price offered for the assets, 
in toto, of the corarfany, and most be accompanied by a tetter of guarantee 
from a bank legally operating in Greece to the amount of fifty million 
drachmas (50,000,000 drs.) or Its equivalent in US doHars (U-SJ). In tbe 
event that tbe highest bidder fails to appear and sign the relative sates 
contract within thirty (30) days from being Invited to do so by the liquidator, 
or fails to abide by die obligation accruing from the present announcement, 
the above amoral of fifty million d rach mas (SOjOOOfiOB drsj deposited m 
guarantee, is forfeited in (avow of the liquidator to cover all expenses of any 
kind and time spent, any any actual or hypothetical loss, without any 
obligation to give an accounting or consider it has been forfeited as a penalty 
clause, and collect h from the guarantor bank. Guarantees deposited for 
participation in the tender are returned to the other participants after the 
evaluation report has been approved and adjudication to tbe highest bidder 
has been ratified by 51% of the creditors. 

4. The highest bidder is tbe person whose offer has been so judged by the 
liquidator and approved by 51% of the creditors as being in their best 
interests. 

5. The liquidator has no I lability or obligation to participants in the tender, 
both with regard to tbe drafting of the evaluation report and to the proposal 
Of the highest Udder, Also, the liquid* tor is not liable and has no obligation 
towards participants in the tender in the event of its cancellation or 
repetition, if Ihe results should be deemed unfavourable by the creditors. 

6. Those taking part in the tender and submitting offers do not acquire any 
light or claim accruing from the present tender or the adjudication to (he 
hl flhwa bidder, against the liquidator and the creditors for any reason or 
cause. 

7. Transfer expenses (taxes, stamp duly, notary and mortgagor foes and other 
expenses for drafting topographical plans In accordance with Law 651/77, 
etc.) arc borne by flic buyer. 

8. Given the fact that tbe Court of Appeal's decision calls far Ihe liquidation 
of the company while "it is operating’. It is hereby made known that tbe 
company's assets will be transferred to ihe highest bidder as they stand and 
as depicted in tbe company's books on the day the sale contract is signed. It 
is remhxted that in accordance with the provisions of paragraph 4 of article 

46a of Law 1892/1990, supplemented by article 14 of Law 2000/1991. 
interested parties can have access to any iofonnstion they may require on [he 
company for sale. 

For any information, interested parties am apply to 

a) Tbe Held Office of ETRA SJ^, Directorate of Participations, 

Tel. 30-1-929.4395 A 30-1-929.4396 

b) GREEK EXPORTS SjA, TcL 30 - 1 -324.311 1 to 32431X5 

GREEK EXPORTS SA 


On the Instructions ot the Joint Receivers PRC Denshamand 
P S Padmore of Price Waterhouse 

FOR SALE 

The Assets of Exbuiy Trees 
Beaulieu, Southampton. 

Growers and Suppliers of Dually heavy, and seml-mature irons. 
Over 30,000 trees In stock growing on SO acres of freehold land and 
30 acres ol leased land. Order for Ihe supply of trees. 
Telephone 0590 612270612524 

Enquiries Invited for the assets as a whole 
Contact Simon Greenwood Telephone 0202 887331 


ROBIN PAYNE 
RINGWOOD FORD CENTRE 

■ Ford Retail Dealership for over 20 years 

■ Turnover exceeds £2m p.a. 

H Experienced loyal Fond trained work force. 

■ Prime main road location. 

Contact Joint Administrative Receiver Antony Fsnshawe or 
Chris Cook foe details of borinesa on 0703 233522, Fax 0703 233504 

Ref: HP 


BATH, BARTLETT STREET 

Antique Centre. Residential Retail Investment 
for sale with developement potential. Current 
gross income £235,000. 

Contact Huw Thomas Chesterton, 0272 272737 



Hotel for Sale 

The Joint LPA Receivers, Malcolm Cohen 
and Raymond Hocking, offer for sale as a 
going concern the business and assets of 

The Hyperion House Hotel, Fairford, 

Gloucestershire. 

♦ Country Town Hotel set in landscaped 
gardens in The Cotswolds 

♦ Freehold 

♦ 26 erwuite bedrooms 

♦ Conference and wedding facilities 

♦ Turnover year to March 1992 of £195, 000 net 

♦ Significant potential for increased occupancy 

Interested parties should contact sole agents: 
Messrs Robert Barry & Co, Cotteswold 
House, Gloucester Street, Cirencester, 
Gloucestershire GL7 2DG. Tel: (0285) 641642, 
Fax: (0285) 650843 or aJtemarivdy 
Malcolm Cohen (reference 7/SCP/PJC) 
at Stoy Hayward, 8 Baker Street, 

London W1 M 1 DA. Tel: 071-486 5888. 
Fax:071-9353944. 

STOY HAYWARD 

Acf&MUittf a ml Billinas Advisers A member of Horwath International 
Authorised by the Imriatee of Chattered Accountants in 
England ami Wales to carry on m vestm cat business 
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GREEK EXPORTS SA. 

ANNOUNCEMENT 

OF A PUBLIC TENDER FOR THE HIGHEST BID 

GREEK EXPORTS SA, registered in Athens, ( 17 Paneptsiimiou Street ) and legally represented, in its capacity as liquidator, in 
accordance with article 46a of Low 1892/1990, supplemented by article 14 of Law 2000/1991, 

ANNOUNCES 

A public leader for the highest bid with sealed, binding offers for the purchase, in toto, of (he assets of ALPHA 
TELECOMMUNICATIONS & SIGNALS EuV, registered in Kallithea, Attica, at 72-74 Salaminos Street. The company is engaged 
in production and development in two sectors. In the electronics sector and particularly in military electronic equipment such as fuses, 
and in computer software. It owns 2,775 m 9 of area in a multi-story building built on a plot of land 1,003 nr in area. 

TERMS OF THE TENDER 

1. For this purpose, interested parties are invited to receive from the liquidator the Offering Memorandum and to submit sealed, 
binding offers to the Athens notary public appointed to the tender. Flora Blana-Zoulia, at 14-16 Fcidiou Street, 6th Floor, tel JO I 362 
8143 and 30 1 360 0855 up to the 20th October 1992. 

Bids must be submitted in person or by a legally appointed representative. 

2. Tbe bids wfl] be unsealed before the above notary on 2 1st October 1992 at 1000 hours with the liquidator in attendance. 

Bidders who submitted their offers within the prescribed tine limit may also attend. 

Bids submitted beyond the prescribed time limit ore not accepled and will not be considered. 

3. Tbe sealed offers must clearly state tbe purchase price offered for the assets, in toto, of the company, and must be accompanied by a 
letter of guarantee from a bank legally operating in Greece to the amount of fifty million drachmas ( 50,000,000 drs. ) or tbe 
equivalent in US dollars (UJL$). 

In tbe event that the highest bidder fails to appear and sign the relative sales contract within thirty (30) days from being invited to do so 
by the liquidator, or fails to abide by tbe obligations accruing from the present announcement, the above amount of fifty million 
drachmas ( 50,000,000 drs.) deposited in guarantee, is forfeited in favour of the liquidator lo cover oil expenses of any kind and time 
spent, and any actual or hypothetical loss, without any obligation to give an accounting or consider it has been forfeited as a penalty 
clause, and collect it from the guarantor bank. 

Guarantees deposited for participation in tbe tender are returned to other participants after tbe evaluation report has been approved and 
the adjudication to the highest bidder has been ratified by 51% of the creditors. 

4. The highest bidder is the person whose offer has been so judged by the liquidator and approved by 51% of the creditors as being in 
their best interests. 

5. The liquidator has no liability or obligation to participants in the tender, both with regard to the drafting of the evaluation report and 
to tbe proposal of the highest bidder, Also, the liquidator is not liable and has no obligation towards participants in the tender in in the 
event of its cancellation or repetition, if the results should be deemed unfavourable by the creditors. 

6. Those taking part in the tender and submitting offers do not acqnire any right or claim accruing from the present tender or the 
adjudication to the highest bidder, against the liquidator and the creditors for any reason or cause. 

7. Transfer expenses (taxes, stamp duty, notary and mortgagor fees and other expenses for drafting topographical plans in accordance 
with Law 651/77, etc. } arc borne by the buyer. 

8. Given the feet that the Court of Appeal's decision calls for the liquidation of the company while " it is operating", it Is hereby made 
known that tbe company's assets will be transferred to the highest bidder as they stand and os depicted in the company's books on the 
day the sale contract is signed. 

It is reminded that in accordance with the provisions of paragraph 4 of article 46 of Law 1892/1990. supplemented by article 14 of Law 
2000/1991. Interested parties can have access to any information they may require on the company for sale. 

For any information, interested parties can apply to: 

a) The Head Office of ETBA S~A_, Directorate of Participations, 

TeL 30-1 929 4395 & 30 1 929 4396 


b) GREEK EXPORTS SA^ 

Tel. 30 1 324 3111 to 324 3115. 


GREEK EXPORTS SA. 


FOR SALE 

MANUFACTURER OF 
CNC AND 
CONVENTIONAL 
MACHINE TOOLS 
with internationally 
known trade marks. 
Turnover £1.5 million 
with exports of 
£600,000 and rising. 
Freehold premises 
pleasantly situated in 
Warwickshire. Owners 
preparing to retire. 

Write Box A19S1, 
Financial Times, 

One Southwark Bridge , 
London SEI 9HL 



Tec for Limited 


(In Administrative Receivership) 

John Wilson and Lindsay Kennedy Denney. Joint Administrative Receivers, offer 

for sale ihe assets and undertaking of the above company which is engaged in the 

design and manufacture of special purpose production engineering equipment. 

□ Leased premises in Nottingham. 22.000 sq ft of production and office 
accommodation. 

0 Customers comprise major European armament, aerospace, automobile and 
automotive equipment manufacturers. 

U Highly skilled workforce of 3 working directors. 14 Design Technicians. 

25 Manufacturing Engineers ami 6 support staff - . 

1 1 Turnover in 14 months to December 1991 £2.3m comprising project values 
ranging from £2k to £0.75m. 

For further particulars please contact John Wilson, the Joint Administrative 

Receiver, or Diun Wurdlc at the address below. 

1 Woudborouqh Road. Nottingham NGI 3FG. 

Tel: 0602 50051 1 . Fa* 0602 590979. 

Authorised by ihe Institute of Chananl Accountants In England and Wole* lu carry on Imenmcm Businas. 


Business Publication 

For Sale 

Nichd high-value title. Extremely profitable 
with additional potential revenue. Stream from 
partworks. (Sold direct m/order - database 
available). Offers exceeding value of stock 
considered. 

Write to Box A4390, Financial Times, One 
Southwark Bridge, London SEI 9HL 


Naples Florida USA 

Precious jewdlery/bnliquec/orienlal rugs retail gallery for sale. 
USS 2,500,000.00. 

Inventory, futures & keys. 

Contact: Int Boa. Bkr. 

Daniel Imperato 

Tel: 407 832 4221 Fax: 407 832 4313 


BUSINESS AND ASSETS 

Of solvent and insolvent companies ; for sale. 
Business and Assets. 

Tel 071 262 1 164 (Mon - Fri) 


MANAGEMENT 

CONSULTANCY 


The FT proposes lo publish this Survey on 
October .8 1992. 

It wfli be of particular interest to the 60,000 UK 
Businessmen involved in decision making for 
Management Consultancy, who read the weekday 
Financial Tunes - this is more than any other 
national daily newspaper.* 

If you want to reach this important audience, call 
Sara Mason 
Tel: 071-873 3349 
Fax: 071-873 3064 


FT SURVEYS 


Dam sourer.-* BMRC Btamosman Surrey 19V 


LEGAL NOTICES 


EXPORTS TO BOSNIA- 
HERZEGOVINA, 
CROATIA AND FORMER 
YUGOSLAV REPUBLIC 
OF MACEDONIA 

To augment UN sanctions against Serbia and 
Montenegro, EC Member States have agreed 
that with effect from 
19 September 1992 export of all goods 
(with certain exceptions) to these three countries 
must be licensed. For further details please ring 
DTI Export Control Organisation Enquiry unit: 
071-215 3070 (Fax: 071-215 8564) 


dti 

the department for Enterprise 


CONSIDERING AN MBO? 

For several yearn we have advised management teams on acquiring the 
business they work m and raised the necessary finance. 

You are welcome to visa our offices to discuss the steps involved and have 
your questions answered, in absolute confidence and without cost or 
obligation to you. 

To arrange a meeting or request a copy of our UB0 Advice Pack, please 
telephone Bame Pearson on 071-388 4242. 

Livingstone fisher Pic. Acre House, 11-15 Wilfem Road. London. NW1 3ER. 


■It! 


LIVINGSTONE FISHER 


The MBO Specialists 

(AUunMrofFlUBRA) 


.Av vjSrtjf x. ■: cJifi X' A""' Xe ’ v , "" ■ ■ • 

Appear fn the Financial Times on Tuesdays, Fridays and Saturdays. 
Fbr further information or to advertise In this section please contact 
Melanie Miles on 071 8733308 


financial times] 

jmon t lu'iiimmwy.^i I 


EK. 




I 


FINANCIAL TIMES FRIDAY SEPTEMBER 18 1992 

TECHNOLOGY 


I n 1970, a terrible thing 
happened to the US maize 
crop. A virulent new 
strain of fungus made its 
way into Florida and quickly 
raced northwest, killing half 
the crop bum Miami to Texas. 
The cost to Conners was esti- 
mated at Slbn. 

The blight, scientists say, 
came close to transforming the 
US from a food exporting 
nation into a food importer. 
The incident taught scientists 
a valuable, albeit expensive, 
lesson. 

One reason the devastation 
was so great was that formers 
were using one basic variety of 
maize. Billions of rows of the 
crop were carbon copies of 
each other. Another strain 
might have proved resistant 
and stopped the virus in its 
trek across the country. But 
since formers were working 
with such a narrow genetic 
base, most of the maize had the 
same degree of susceptibility to 
the disease. 

Since then, both US and 
international scientists have 
taken the preservation of dif- 
ferent plant varieties more 
seriously. Organisations like 
the Consultative Group on 
International Agricultural 
Research, with an operating 
budget of up to $300m a year, 
scour the planet in search of 
rare plant strains which, 
crossed with more traditional 
varieties, would provide resis- 
tance against various diseases. 

The United Nations is 
heavily involved in collecting 
and preserving plant varieties, 
as are many national govem- 


The search for crops that resist disease has caused scientists to 
create more genetically diverse varieties, writes Victoria Griffith 

Harvesting a 
cornucopia 


ments. Indeed, gene banks, 
both public and private, have 
sprung up around the globe 
from Malaysia to Alaska. 

In times of crisis, these gene 
banks prove valuable. When a 
disease bits a major crop, bota- 
nists search for a section of 
DNA which would provide 
resistance to infection. Once 
the area is identified, scientists 
can transfer genes between 
related plants by traditional 
cross-pollination techniques, fa 
the future, genetic engineering 
will be used. 

The collection of rare plant 
species for crossing with tradi- 
tional crops has already begun 
to make a financial difference 
to the world's formers. Accord- 
ing to the Rural Advancement 
Foundation, varieties created 
through the Introduction of 
rare plant genes produce 
$2.7bh in wheat sales each 
year, and $677m in rice sales. 

One Turkish wheat variety 
which proved immune to sev- 
eral North American plagues is 


alone worth 850m a year to US 
farmers. Scientists say rare 
plant species may also prove 
valuable in the search for more 
nutritious foods. 

“We collect berries from the 
tundras of Canada because 
they have extremely high vita- 
min C content," said Henry 


ously wild areas, from tropical 
rain forests to the tundras of 
Siberia, scientists fear tbe rate 
of loss of plant varieties has 
accelerated to 2 per cent a 
year. 

"We have lost 75 per cent of 
the genetic diversity of the 
world's top 20 crops since the 


‘All the coffee in Latin America comes 
from one original tree, brought 
from Africa. This kind of narrow gene 
base makes plants extremely vulnerable 
to being wiped out by disease 1 


Shan da, a senior botanist with 
the Genetics Resources Group 
at the US Department of Agri- 
culture. "Someday we may be 
able to use that" 

Over the last few years, the 
search for rare plants has 
gained a new urgency. As civil- 
isation encroaches on prevl- 


Socond World War,” estimated 
Patrick Mooney, a botanist at 
the Rural Advancement Foun- 
dation. 

Some of the world’s most 
genetically diverse areas are 
under threat from dams, roads, 
logging and modern agricul- 
ture. Robert Rhoades, an 


anthropologist at the Univer- 
sity of Georgia, estimates that 
as many as 60,000 plant species 

- a quarter of the world's total 

- may be lost or endangered 
within the next GO years. 

The advancement of biotech- 
nology has added to the sense 
of urgency. “In the old days, 
we just concentrated on differ- 
ent strains of major crops,” 
explained Shands. “But now, 
scientists can make use of the 
genes of plants which are from 
a different species to improve 
disease resistance." 

Scientists say the narrow- 
ness of the gene base of many 
major crops is frightening. "All 
the coffee in Latin America 
comes from one original tree, 
brought from Africa,” said 
Mooney. "The rubber crop in 
Malaysia began with 21 trees 
smuggled out of Brazil. This 
kind of narrow gene base 
makes plants vulnerable to 
being wiped out by disease." 

Technology improvements of 
the 1960s made matters worse. 



When disease hits a crop, botanists search for a section of DNA which would resist infection 


as scientists developed "mira- 
cle" seeds by cross breeding 
plants to increase yield and 
hardiness. The resulting crop 
was such a success that many 
fanners abandoned other vari- 
eties, cutting down the world's 
genetic base even further. 

As recently as 1959, rice 
formers in Sri Lanka cultivated 
some 2,000 traditional varieties 
of rice. Today, they grow just 
five principal strains. In India, 
which once harvested 30,000 
varieties, more than 75 per 
cent of total production is now 
accounted for by 10 strains. 

Many scientists feel so 
strongly about the preserva- 
tion of plant material that 


ADAPTING TO A CHANGING EUROPE 


ADVERTISEMENT 


DKB: 

Tradition Coupled 
"With Innovation 


Thdashi Okuda was recently named president of Dai-Ichi 
Kangyo Bank (DKB). Mr. Okuda was bom in Kyoto, Japan f s ancient 
capital and a city known for its biend of traditional Japanese culture 
with a spirit of innovation. Those two qualities — tradition and 
innovation — are cornerstones of DKB. The traditional nature of the 
bank comes from its origin, which dates back more than a century 
while its innovative nature can be seen in DKB 9 s global network and 
breadth of products and services. 



Mr. Hutaftl Okuda, President, Dat-lchl Kangyo Bank 


Dai-Ichi Kangyo Bank (DKB) is a 
name to remember, not just because it 
is the world’s largest bank in terms of 
assets, but also because of its emphasis 
on reliability and service 

A recent survey revealed that more 
than 30,000 Japanese companies have 
chosen DKB as their main bank. 
Those customers, and the ones that 
DKB serves at its 69 offices in other 
countries around the world, know that 
there is much more to DKB than just 
numbers, 


Emphasis on reliability 
and service 


Thdashi Okuda, president of DKB, be- 
lieves that for all its financial strength, 
his bank’s most valuable assets are its 
reliability and service. 

In a new global era in which financial 
market liberalisation worldwide means 
greater competition than ever before; 
Mr. Okuda says that “without a strong 
reputation for reliability and service, 
ranking means nothing.” 

Mr. Okuda has lived that banking 
philosophy for 37 years. He vividly 
remembers his days as a junior 
manager, "making the rounds of our 
customers, with sweat on my brow and 
often blisters on my feet.” He, and 
thousands of young managers like 
him, helped build a financial network 
which now serves close to 800,000 
customers per day at DKB’s 400 
branches throughout Japan. 

Soon after he became president, 
Mr. Okuda began to re-establish 
his links with branch employees, 
whom he believes are the key to 
remaining a preeminent bank. This 
month, he is visiting branch offices, 
"To sec for myself how our 


employees — especially our young em- 
ployees — are serving our customers. 
I want to make sure we are sensitive 
to their service needs.” 


The key to continued 
success 


In its home market, where customer 
satisfaction is an important corporate 
goal, Mr. Okuda adds another dimen- 
sion. "Customer satisfaction,” he 
says, "cannot be achieved if we do not 
alk> have employee satisfaction — the 
satisfaction of knowing you are serv- 
ing the customer well.” 

DKB’s reputation for quickly respond- 
ing to customer needs is one reason 
why it has become one of the world’s 
most comprehensive financial institu- 
tions. The bank offers services on four 
continents from private banking to 
M&A and project financing. 

In a period of generally slower eco- 
nomic growth, DKB also is well- 
positioned in the most dynamic region 
in the world — Asia. "W; foresee 
strong economic growth in Asia 
throughout the coming decade and 
into the 21st century,” says Mr. Okuda. 
“Our network of information sources 
and our business contacts throughout 
Asia allow us to offer sophisticated 
services to companies doing business 


in the region.” 

DKB has another important business 
advantage— its independence. Because 
it is not tied to any corporate group, 
DKB can do business unhampered by 
intra-group relationships. 

This also means a competitive edge 
for DKB’s foreign customers in Japan, 
where DKB banking expertise, includ- 
ing its broad range of business and 
information connections, acts as a 
bridge for customers worldwide who 
are interested in the Japanese market. 


Long-term business 
relationships 


"Our experience; and our reputation 
for reliability, are based on our 
philosophy of building long-term busi- 
ness relationships,” says Mr. Okuda. 
"As we expand our international busi- 
ness, customers around the world are 
discovering the benefits of our ap- 
proach to banking.” 

In Europe, where each nation has 
its own unique history and national 
characteristics, DKB has a network 
spanning 10 countries. The bank re- 
sponds to the needs of local as well 
as Japanese companies, and is fully 
prepared for the emergence of a single 
European market in 1993. 




=) DAI-ICHI KANGYO BANK 

Ifead Office: 1-5. Uctiteaiwateno l-choma Ctiiycda-ku. Tokyo KX3, Japan Tel, (03) 3596-1111 


Network In Europe and Middle East 

Bu nch— ; tendon. Duaseldorf, Munchen, Paris. MBana, Madrid 
Representative Officw: Frankfurt. Boriln. Stockholm, Brussels, Bahrain 

K ® n 9»° Nederland N.V.. Dai-Ichi Kangyo Bank (Schweiz) AG. 
DKB international Public United Company, Det-ichi Kangyo Bank (Luxembourg) S.A 
Da-tehl Kangyo Bank (Deutschland) AG ” 

Affiliated Company: DKB Irwesimont Management International Limited 


Good corporate citizenship 
Is crucial 


And as DKB has become a truly global 
bank, Mr. Okuda defines service and 
crust within new contexts. "Being a 
good corporate citizen is. a crucial part 
of our approach to every local mar- 
ket,” he says. 

In Japan, DKB’s corporate logo is a 
heart, symbolising its friendly service 
and concern for the welfare of both its 
customers, and local communities. 
For 20 years, DKB has supported a 
foundation which runs welfare pro- 
grams, and the bank rewards its em- 
ployees who are active in volunteer 
social work with extra holidays. 

Tb help protea the environment, DKB 
created a special bank account last 
year. Interest from this account sup- 
ports Wforld Wide Fund for Nature 
Japan (WWF Japan). The bank, 
together with WWF, is involved in a 
cooperative effort to aid a conserva- 
tion project in the Galapagos Islands. 
DKB intends to make a positive contri- 
bution to society, not just in Japan, 
but world-wide. 


A vital role in the global 
economy 

In the largest context of all, the global 
economy, Mr. Okuda sees a key role 
for DKB. "As the world increasingly 
looks to move forward through 
cooperation — not conflict, our goal at 
DKB is to seek partnerships, to play 
an active role in improving the lives of 
local people in every country where we 
do business” 

In the process, be hopes DKB will be 
known not only for its financial stabili- 
ty and expertise, bur also for its "heart ” 


their work has taken on a 
heroic aspect. Even in the 
1920s and 1930s, a handful of 
Soviet botanists realised that 
rare plant materials would 
some day be valuable. 

Nikolay Vavilov, the head of 
a team which collected stocks 
from the far corners of the 
earth, was sent to prison after 
a dispute with one of Stalin's 
favoured agronomists. His 
associates, during the 900day 

siege of Leningrad In the Sec- 
ond World War. starved to 
death rather than eat the 
plants and seeds which they 
had been saving tn the labora- 
tories. 

Today, researchers still have 
to brave dangerous conditions 
in their search for rare plants. 
Scientists at the Potato Centre 
in the Andes mountains of 
Peru have been attacked by 
guerrillas in the course of gath- 
ering rare potato strains. 
"There is the sense that we are 
doing something so important, 
the danger is worth it,” said 
George White, who heads the 
gene bank for the US Depart- 
ment of Agriculture in Belts- 
viUe, Maryland. 

Not all the collection work 
involves trips to the tropica, 
though. Kent Whealey directs 
an organisation in Iowa called 
the Seed Savers Exchange, 
which depends on local 
resources for its seed bank. 
According to Whealey, many 
formers in the US grew tradi- 
tional varieties their ancestors 
brought with them many years 


ago. When the forming crisis 
gripped the country, many 
were forced out of business. 

The Seed Savers Exchange 
gave them a place to deposit 
the seed heirlooms, rather than 
watch them die out with the 
family farm. Another source 
for tbe exchange Is seed com- 
panies which are closing down, 
or being bought out by other, 
larger companies. 

"There's been a lot of consol- 
idation in the seed industry 
over tiie last few years." said 
Whealey. “So we go through 
catalogues of companies that 
are going out of business, to 
see if there might be some- 
thing worth saving." 0 

The organisation says it 
holds some 10,000 seed variet- 
ies In storage. With the preser- 
vation of the world's plant 
varieties gaining greater 
urgency, many scientists com- 
plain that resources for their 
work are too limited. 

"We were hoping the Earth 
Summit meeting In Rio de 
Janeiro this year would grant 
us more funds, but we didn’t 
get much," Mooney com- 
plained. 

But Shands of the USD A 
puts thing s in another perspec- 
tive. "Sometimes we don't 
really know what the materials^ 
might be used for," he said. 
"So it's hard to argue that this 
should receive more priority 
than, say, feeding the starving 
people of Somalia. I guess we 
should he happy with the fund- 
ing we get” 


Worth Watching -Andrew Baxter 



Mirror, mirror 
on the wall 

As every child knows, the 
Wicked Queen pioneered 
multimedia application* of 
tiie humble mirror to pursue 
her vendetta against the 
hapless Snow White, but the 
Audio-Vision-Mirror 
promises to be the modern 
equivalent 

As you move in front of 
the mirror, you hear music 
and it begins to talk to you 
in stereo as a 3D object 
appears and multiplies Into 
10 pictures advertising 
products, applications and 
services. You are entranced 
and Informed as the 
programme runs its course. 

That, at least, is the theory 
behind the mirror, which 
was developed by EC 
Trollies, sponsored by 
See board and launched this 
week at tiie Seeboard 
Technology Fair in Brighton. 
Uses could include acting 
as a warning sign in 
factories, a menu board in 
restaurants or a marketing 
tool. EC ironies: UK, 0273 
818188. 


TV chip adjusts 
the fine tuning 

A French-Japanese 
collaboration has produced 
a semiconductor chip that 
promises to bring down the 
cost of manufacturing a 
television substantially, 
writes Steven Butler. 

Sanyo Electric and 
Thomson Consumer 
Electronics have started 
producing a chip that In just 
a few seconds adjusts 46 
different parameters - 
Inclu ding colour, luminance, 
and horizontal and vertical 
synchronization - to 
produce a perfectly clear, 
balanced picture. Until now, 
the parameters had to be 
adjusted separately, some 
by machine, some directly 
by line workers. 

The cross-border 
collaboration fits a pattern 
that could be more common 
in the years ahead. Although 
Japanese companies bring 
considerable experience in 
semiconductor technology, 
western companies like 
Thomson still have the edge 
on digital processing. Digital 


processing is critical to the 
operation of the chip, and 
trill be Important for the 
next generation of 
electronics products. 


New homes built 
before your eyes 

Computer-aided design 
technology is coming to the 
aid of the growing number 7? 
of people tempted by the 
challenging prospect of 
building their own homes. 

The self-build market is 
worth about £3bn a year tn 
the UK alone, with about 
23,000 homes self-built every 
year. Now Medina Gimson, ' 
which specialises in the 
design and manufacture of 
one-off timber frame 
packages for self-builders, 
is making the benefits of Cad 
technology directly 
accessible to its customers. 

Cad systems for house 
design have been available 
to tiie building industry for 
some years but the Medina j* 
initiative allows self-builders 7 
to sit alongside the designers 
and watch their home take 
shape on screen In a matter 
of hours. 

The system was unveiled 
yesterday at the National 
Self Build Homes Show at 
Alexandra Palace In London, 
which runs until Sunday. 
Medina Gimson: UK, 0732 
770992. 


Postcodes go 
to market 

Marketing directors who fret 
about the effectiveness of 
their companies’ direct m«n 
camp a ig n s have a new 
weapon In their armoury - 
tiie ability to profile their 
customer database by 
financial as well as 
socio-economic type via the 
postcode. 

A joint agreement between 
ZnfoUnk Decision Services 
and GB Mailing Systems has 
led to the launch of GB 
Profiler with Define, a 
software module that links 
the UK's 1.4m postcodes in 
the GB Address and 
AddtessPlus postcoding 
software packages to the 
Inf ol ink Define consumer 
market segmentation system. 

Define enables marketers 
to profile an area’s flnnn^ni 
and socio-economic 
background using regularly 
updated information from 
Ittfolink's consumer credit 
database. Infollnk says the 
Implications for ln-house 
database management and 
for the effectiveness of direct 
mall campaigns are 
enormous. Infollnk Decision 
Services: UK, 081 886 7777. 
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Opera/Max Loppert 

* The Force of Destiny 


7 J }J 


41 


The long-awaited new Force of 
Destiny at the English National 
Opera is serious, decisive, 
absorbing, ultimately unsatis- 
fying. it reveals a thorough-go- 
ing attempt to contain all the 
elements of Verdi’s tremen- 
dous operatic canvas without 
resort to either “editorial” 
intervention or simple-minded 
naturalistic spectacle. It lays a 
Clean, lucidly argued grasp on 
the theme - the pitilessly 
unchanging nature of human 
passions and obsessions - that 
runs like a blood-red thread 
through all the variegated epi- 
sodes of peace .and war, inn 
and monastery, town and coun- 
try. 

Alike by the conductor, Mark 
Elder, and the producer, Nicho- 
las Hytner, it is worked with 
considerable theatrical acu- 
men. The scene-changes are 
fast, the visual strokes arrest- 
ing (semi-abstract, semi-sym- 
bolic props balanced against 
bright-coloured 19th-century 
costumes); there is practical 
encouragement of some 
impressively concentrated, 
musically and dramatically 
authoritative leading perfor- 
mances. In Josephine Baretow, 
a long-celebrated ENO Leo- 
nora. the staging possesses a 
leading lady whose immense 
powers of physical and vocal 
theatricality have been dis- 
tilled to a new and sublimely 
* potent essence: she seems to 
have re-charged the character’s 
whole being, so that every 
phrase, every detail become 
suffused with a dark, tragic 
radiance unmatched in my 
experience of this opera. There 
is an ambitious new transla- 
tion by Jeremy Sams, surer of 
tone in comic and demi-carac- 


tere mode than in dramatic. 

And yet, on the evidence of 
Wednesday's opening perfor- 
mance, tiie show fails to click. 
The problem is partly of 
Verdi’s making: the familiar 
1869 Scala revision, preferred 
by ENO, may smooth down the 
rough edges of the 1862 St 
Petersburg original (which 
both the Welsh and Scottish 
companies and the Proms have 
with profit explored in recent 
years), but Act 3 in its expan- 
ded and re-ordered form 
sprawls uncomfortably. It is a 
problem compounded by the 
recourse of the ENO designer, 
nii-hard Hadron, to the stage 
revolve, which whirls the baric 
set (a strikingly shaped half- 
cone bounded by a rising stair- 
way) round and round to pro- 
vide each new scene-change. 

As so often in a production 
based on the activities of a 
dominant stage machine, what 
starts off as a boon-bestowing 
technical solution ends by dis- 
gorging difficulties of Its own 
- in this case, a noisy whoosh 
and hum and an overly force- 
ful tucking of every loose end 
into the design pattern. 

Hytner drills his soldiers, 
orderlies, camp-followers, 
whores, recruits and beggars 
(all distinctly well-scrubbed 
and smartly dressed) round the 
perimeter and into the central 
cavity in a manner that seems 
oddly “showbiz” for this most 
Tn+pUpHnniiy stringent of the 
younger British opera-produc- 
ers. (Prezios ilia’s “Rataplan”, 
which Verdi recited to form a 
splashy but narratively dis- 
tracting curtain to the 1869 
third act revision, is here a Big 
Number surprisingly coarsely 
executed.) 


In some successful Farm pro- 
ductions of recent times the 
opera’s disjunctive dramaturgy 
ha« been transformed into a 
virtue (of an extraordinarily 
modem kind). In this one the 
hanging-together comes to 
seem a feat of physical imposi- 
tion rather than of textual re- 
imagining. 

In the foreground, though, 
the characters are placed and 
confronted with the clarity 
(which means, among other 
things, stillness in moments of 
reflection) and intelligence 
that are the more familiar Hyt- 
ner fingerprints. Jonathan 
S umme rs’s Carlos, ravaged by 
the end into a figure of terrify- 
ing ypfiringgfl , is an astonishing 
creation, embodied and 
enacted with fierce discipline 
- of all on stage be makes 
consisten tly most of the words. 
John Connell, whose unforced 
bass seems to be developing 
new resources of power and 

emotional range, proves a very 
strong Father Superior, rug- 
gedly human, sympathetically 
placed alongside Alan Opie's 
brilliantly vivid Melitone. 

And IMmu pd Barham, using 
his ringing tenor with greater 
malleability of tone and line 
than previously on this stage, 
rises to the tragic pessimism of 
Alvaro’s role with genuine 
largeness of stature. He, and 
an the others, owed much to 
the Verdian steadiness and 
“long line” of Elder's conduct- 
ing, even if it lacked much of 
the forward-moving excitement 
that also needs to inform a 
Form performance. 

Sponsored by Friends of ENO; 
in repertory at the Coliseum 
until October 15 



Josephine Barstow: dark, tragic radiance 


Berlin Festival/Andrew Clark 

Reimann’s ‘Das Schloss’ 


1 V 




Kafka-esque: you don’t even 
need to have read the novels to 
know what it means - a night- 
mare vision of the world in 
which noone gets anywhere. 
That just about sums up Ari- 
bert Reimann’s sixth opera. 
Das Schloss (The Castle), 
derived from Kafka’s posthu- 
mously published novel and 
the play which Max Brod made 
out of it The work has just 
been premiered at Berlin’s 
Deutsche Oper and makes a 
powerful centrepiece for this 
year’s Berlin Festival, 

The festival theme is Prague, 
Kafka's birthplace, but the top- 
icality of Das Schloss lies much 
closer to Berlin. The central 
figure - known only as K, the 
protagonist of several Kafka 
works - arrives in a wintry, 
loveless village with a commis- 
sion to work as land surveyor 
at the Castle. His repeated 
efforts to gain access to the 
Castle meet with indifference, 
obstruction, betrayal' and hos- 
tility. The villagers, who have 
teamed to live with the ines- 
capable, invisible power of the 
Castle, treat K like an unwel- 
come foreigner, and at the final 
curtain he Is as helplessly iso- 
lated as he was at the start 
The parallel with the bureau- 
cracy and xenophobia of con- 
temporary Germany is inescap- 
able. Neither Rebnann nor the 
producer, Willy Decker, do 
anything to point up the anal- 
ogy: they don't need to. 
Divided into nine scenes with 
Interludes of PelMos-like 
potency and a single interval, 
Dos Schloss is a bleak, three- 


hour, symbolist slog - but it 
was absorbed with extreme 
concentration by a foil audi- 
ence on the night I attended. 

Rgimflnn has cut the Brod 
dramatisation by two-thirds 
and added some poems and 
passages from Kafka’s diaries. 
He should have cut more. As 
operatic material, the main 
weakness is that we know 
almost from tbe start that K is 
not going to make progress - 
which automatically reduces 
the scope fin: surprise and ten- 
sion. Another problem is that 
Reimann works in solo- 
speeches of arduous length, 
sapping the dramatic punch of 
several key scores. Nor do his 
cantabile vocal lines offer 
much differentiation: of the 15 
solo parts, only Frieda, K’s 
sympathetic mistress, has 
music that conveys a sense of 
emotional turmoB. 

The score, based on Rei- 
mann’s adaptation of tbe 12- 
tone technique, is spare and 
refined, as if the physical bat- 
tery of sound in Lear has been 
turned inwards to produce an 
atmosphere of abstract psycho- 
logical . oppression. Reimann 
composes along the text, weav- 
ing end k waning the music on a 
carpet of subtle string sound 
and deploying the rest of the 
orchestra in oblique compart- 
mentalised blocks. 

The quality of craftsmanship 
and invention is undeniable - 
above all the prism-like tex- 
tures Reimann creates within 
individual instrumental sec- 
tions - but like the world K 
inhabits, the musical atmo- 


sphere is mysteriously lacking 


in variety of pace and colour. 

In common with the protago- 
nists of Reimann's Shake- 
speare, Strindberg and Euri- 
pides operas, K is a lonely 
figure involved in a straggle. 
But our sympathy is compro- 
mised by his blind, self-defeat- 
ing doggedness - as when he 
falls asleep during a crucial 
meeting with an official from 
the Castle (a spoken role), in a 
final scene of Beckett-like 
absurdity. The part, a long and 
arduous one, was created by 
Wolfgang Schfine, an experi- 
enced baritone who knows how 
to blend lyrical poise and 
expression. 

Of the remaining roles, the 
most distinctive are the two 
apprentices (Bengt-Ola Morgny 
and Ralf Lukas), a double-act 
haunting K at every turn and 
providing some welcome com- 
edy - not a quality previously 
associated with Reimann. 
Adrianne Pieczonka was a 
radiant Frieda, Isolde Elchlepp 
the neurotic Hostess and Peter 
Mans the exploitative School- 
teacher. 

Decker’s lucid staging, 
designed by Wolfgang Guss- 
mann, was built around a 
black snow-swept bastion, with 
doors and a staircase opening 
from the inside but strangely 
impenetrable from without. 
Michael Boder conducted with 
cool precision. Further stag- 
ings this season in Hanover, 
Duisburg and Berne may well 
reveal a less severe dimension 
to this worthy, uncontroversial 
modem opera. 


Theatre/Malcolm Rutherford 

Medea 


What with Hecuba at the Gate, 
The Thebans at the Barbican 
and now Medea at the 
Almeida, London has begun to 
sprout a Greek festival. Unless 
there is to be a touch of Aristo- 
phanes to lighten it up, per- 
haps the time has come to say 
that enough is enough. Medea, 
in particular, is heavy going. 
The Almeida production 
repeatedly brings to mind tbe 
remark by tbe philosopher, 
Wittgenstein: “Of one thing I 
am certain. We are not here in 
order to have a good time.” 

I should also admit to a 
growing prejudice. After expo- 
sure to The Thebans last week 
(a production with many vir- 
tues) I find it increasingly diffi- 
cult to take seriously people 
who, however otherwise intelli- 
gent, persisted in believing in 
tbe oracle at Delphi, the Furies 
and the inevitability of doom. 

Medea is Euripides’ first sur- 
viving tragedy. The story is 
gruesome. It was Medea who, 
with her magic arts, enabled 
Jason to pick up the golden 
fleece from Colchis and 
returned with him to Greece. 
She married him; they had 
children. The play begins when 
he is preparing to ditch her in 
order to marry into the ruling 
family. Medea has the future 
wife murdered, then kills her 
own children. That is about it 

The piece has some pathos. 
Medea Is an immig rant m a 
foreign land who perhaps does 
not fully appreciate the bene- 
fits that Greek civilisation Is 
supposed to bestow. She is a 
strong character and does not 


take kindly to Jason’s proposal 
to move up in the social hierar- 
chy. The underlying theme of 
the Almeida production, and 
presumably the reason why it 
has been put on, is that there 
have always been Jasons: 
women should stand up to 
them. As Medea puts is in a 
new translation by Alistair 
Elliot: “It’s natural for a 
woman to be angry with a hus- 
band embarking on a second 
marriage.” 

Medea is played by Diana 
Rigg, a fine actress, foil of pas- 
sion, intelligence and looks 
that kill But one wonders if 
she sat in the audience and 
watched this production 
whether it would occur to her 
how relentlessly, hellenically 
monotonous it is. 

There are one or two redeem- 
ing features. The chorus, 
played by three women in a 
mixture of speech and song, is 
much more effective than the 
far bigger chorus in The The- 
bans. The music by Jonathan 
Dove is very good. There is an 
excellent performance by Dan 
MuEane as the messenger who 
describes the horrors of the 
murder perpetrated by Medea 
on her rival 

Tim Woodward has an 
embarrassing time as Jason, 
since the production is rigged 
against him and - to be fair to 
the women’s movement - he 
has no plausible excuses for 
his action. Direction is by Jon- 
athan Kent 

Almeida Theatre until October 
24 (OH) 359 4404 


Mecca in the making 

Will London become the new centre for Islamic 
art? Patricia Morison talks to Nasser Khalili 


B ri tain, according to Dr 
Nasser D. Khalili. 
could become “the 
Mecca for Islamic 
art". Whether Britain does will 
depend on the government's 
response to KhalilTs offer to 
present his superb collection of 
Islamic art to the nation. The 
terms of the offer, as he 
explained to the Financial 
Times, are not only conditional 
but highly specific: a museum 
in central London, to be named 
after himself. 

Khalili puts the value of his 
collection at over £1 billion. It 
consists of some 20,000 pieces 
chosen to span all Islamic cul- 
tural artifacts, from Korans, 
coins and astrolabes to 
armour, seals, and precious 
scraps of letters written on 
papyrus in the first century of 
Islam. It is a collection, Khalili 
claims, which no gaps. 

This hoard, stored in ware- 
houses around the world, is 
described by experts as the fin- 
est privately owned collection 
of Islamic art. In the 1980s, 
Khalili wrote a doctoral thesis 
at London University on 
Islamic lacquerware. Two 
years ago, he endowed a chair 
in Islamic art and archaeology 
at the University. Its holder, 
Michael Rogers, emphasises 
the scholarly importance of a 
collection which is “the prod- 
uct of an informed and inquir- 
ing mind anxious to show the 
close relations of the arts in 
different media.” 

Despite his name Khalili, 46, 
is Jewish. He was born in Iran 
where the Jewish community 
traditionally use both Jewish 
and Arab names - his second 
name is David. He left Iran in 
1967 and has lived in London 
since 1980. Over 20 years and 
in great secrecy, Khalili has 
built up his collection out of a 
fortune from dealing in art, 
property and commodities. 

A notable coup was in 1980 
when he bought at Sotheby's 
the World History by Rashid 
al-Din, part of an extraordi- 
narily important manuscript 
written at Tabriz in 1314. At 
£935,000 it was the most expen- 
sive medieval manuscript ever 
sold, and remains the most 
costly Oriental manuscript He 


points out that the opportunity 
is there for the Persian vizier's 
masterpiece to return to 
Britain - and for him to 
achieve what he deprecatingly 
calls “my stupid vision." 

This vision has been of a 
great art-collection to repre- 
sent the achievement of Islam, 
a religion and culture he sees 
as grievously misjudged. After 
the years of secrecy, Khalili Is 
now seeking maximum public- 
ity for his collection. 

An expensive and unique 
publishing venture is part of 
the campaign. On October 22, a 
party at the Foreign Office will 
mark the launch of four beauti- 
ful volumes cataloguing the 

Korans in the collection. Tbe 
next few years will see the 



Dr Nasser D. Khalili 


publication of a further 22 vol- 
umes. Through this massive 
publishing venture many of 
the world's leading Islamic 
scholars have been brought 
into contact with the Nour 
Foundation, set up under the 
chai rmanship of Lord Young of 
Graffham to publicise the 
Khalili Collection. 

To achieve his vision, Khalili 
intends to install his collection 
in a museum which will bear 
his name. As his adopted home 
and a centre of Islamic scholar- 
ship, the UK governments is 
being given the first offer. For 
15 years, the Khalili collection 
should be housed in a separate 
museum in central London. It 
must be a building of between 
3300 and 5000 square metres 


and would be fully staffed with 
curators and conservators. As 
well as giving public access to 
the collection, the museum 
must function as a centre for 
teaching and research. 

During that period, loan 
exhibitions would take the col- 
lection around the world, the 
cost to be born by the host 
nations. The Museum would be 
a growing collection, objects 
being added and also sold. 
Khalili is determined it should 
not suffer the fete of the Ches- 
ter Beatty bequest, turned 
down by the British govern- 
ment and now fossilised and 
un visited in a Dublin suburb. 

But what about the expense 
of a new museum, to be cre- 
ated for 15 years in the first 
instance and at a time when 
flagship national collections 
such as the British Museum 
and the National Gallery vocif- 
erously bemoan their financial 
plight? What, too, of the objec- 
tion that London already has 
e no ugh museums already? 

Kha lilt 's answer is that the 
UK can ill afford to pass up his 
offer. With a population of 2'A 
milli on Moslems, it is time the 
country made a big gesture to 
acknowledge their role. Yet the 
museum needs to be in Lon- 
don, not in Bradford or other 
major areas of Moslem popula- 
tion, so that it will be easily 
accessible to international 
tourism. 

The museum's cost would be 
“peanuts" compared with the 
benefits it would bring, not 
only in of tourist revenue but 
also in terms of good will from 
the Islamic world and giving 
Britain the lead within Europe 
in cultural relations with the 
Middle East 

Other countries have 
expressed a keen interest in 
the collection. Spain is said to 
have already agreed to meet 
Khalili's conditions. However, 
Khalili is prepared to wait 
while the negotiations with the 
British government run their 
no doubt tortuous course. “I 
am offering the horse, its just a 
case of providing the saddle”, 
he says. But his clearly stated 
preference is for a British sad- 
dle for his extraordinary gift- 
horse. 


‘Contrasts’ on the South Bank 


For this week, the pianist 
Andres Schiff and the oboist 
Heinz Holliger devised a cham- 
ber music series - not, for 
once, billed as a “festival” 
which is enjoying a brave suc- 
cess. Brave, because as the 
title “Contrasts” delicately sug- 
gests, each programme offered 
a very mixed bag: not only a 
variety of pieces for different 
players, but ranging from 
slight (piano-duet marches by 
Beethoven) to substantial 
(Mozart's piano-and-wind quin- 
tet), and from Bach to 
brand-new music that would 
normally attract far smaller 
audiences. 

For the second concert, the 
premiere of a new wind quintet 
by Harrison Birtwistle was 
cancelled, in circumstances 
which remain obscure; hut the 
first boasted two recent works 
by Elliott Carter. Inner Song, 
an oboe monody in memory of 
the composer Stefen Wolpe, 
was exquisitely played by Hol- 
liger. Meditative, lyrical and 
limpid, it sounded almost dia- 
tonic (a “white-note” piece, so 
to speak), and served as a 
deceptive appetiser for the 


much tougher 1991 Quintet 
which ended the concert 

This latter employs the same 
instruments as Mozart’s trans- 
parent masterpiece, to which 
Carter professes a certain debt 
That might go unremarked, for 
Carter’s single, unbroken 
movement (some 24 minutes 
long) is darkly dramatic. Like 
other recent Carter, it explores 
a highly individual harmonic 
palette, more striking than tbe 
promised “dialectic interplay” 
- until a late section in its 
sequence of high-profile con- 
trasts, when the dialogue 
becomes furious and the clari- 
nettist takes his E-flat instru- 
ment up to a shrieking climax. 

At the start, over sustained 
wind-chords, Schiff delivered 
the piano-rhetoric with sting- 
ing force. He stayed in that 
mode for most of the piece; I 
suspect that there is more to 
be discovered in his part, gent- 
ler tones and intimations. Still, 
the fierce lucidity of the Quin- 
tet was gripping. It will repay 
acquaintance, with dividends. 

The winds’ contribution, 
here and. everywhere, was 
exemplary. It was a particular 


pleasure to hear more of 
Radovan Vlatkovic, a rare visi- 
tor but one of the most musical 
horn players in the world. 
They all shone in Gyorgy Kirn- 
tag’s early Wind Quintet, bril- 
liantly economical, witty and 
passionate; and in a less 
remarkable but appealing Dip- 
tych by the late Sandor Veress. 

An unexpectedly fascinating 
piece came from Isang Yun, an 
ex-Korean composer who has 
found safe haven in Germany, 
where his music is more often 
heard than here. It was his trio 
Rondell (Holliger, Elmar 
Schmid’s suave clarinet and 
Klaus Thunemann’s ripe bas- 
soon) seven coolly intense sec- 
tions, only a couple of them 
quick, which develop inexora- 
bly and at last, with porta- 
mento slides, go into ritual Ori- 
ental keening. Quite haunting: 
I long to hear it again. 

David Murray 

Queen Elizabeth Hall. Sponsor- 
ship by Mrs Jackie Rosenfeld, 
London City Airport and Pro 
Helvetia; last concert Septem- 
ber 19 
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Switzerland's performing arts 
institutions are going through 
a bumpy period, as the tough 
economic climate forces 
cutbacks in public subsidy. The 
-■ latest Victims are Baste and 
Berne, where theatres and 
symphony orc hes tr as are being 
forced to shrink programmes 
from next season.- Geneva and 
Zurich have already put 
: belt-tightening measures in 
placet Including higher seat 
prices. 

One of the. fow Institutions to 
emerge wltii Its programme 
unscathed Is the Zurich Opera 
House, where the season gets 
underway In earnest tomorrow 

. with a new production of 

Bellini’s » pirate. Zurich’s 
decision to go lor star singers 
- ftfoett in some-cases slightly 
faded stars - has ensured 
buoyant box-office takings: 
Grace Bumbry, Jose Carreras 
IS and Agnes BaRsa feature 
pfonrttwntty in a season which 


Includes a revival of Giordano's 
Fedora In November, a new 
Jonathan Miller production of 
Schreker’a Die Gezelchneten 
In December, and a Ruth 
Berghaus staging of Der 
Freischutz next February. 
Berghaus also turns up this 
month In Basle, where she is 
staging Don Carlo (first night 
next Fri). The Basle season 
Includes revivals two 
acclaimed Mozart stagings by 
Herbert Wernicke, two classical 
ballets (Sleeping Beauty and 
Coppelte) choreographed by 
Yourf Vamos, plus two Ibsen 
productions and Shakespeare’s 
The Merchant of Venice. The 
main interest in the Lucerne 
season is the arrival of a 
talented young German chief 
conductor, Olaf Henzokf, who 
opens the opera season tonight 
with Jen ufa, followed by Don 
Giovanni in November. Berne 
follows last season's successful 
production of UgetTs La grand 
macabre with two more 
contemporary operas - Siegfried 
Matthus* Judith and Aribert 
Reimann’s Das Schloss. 
French-speaking Switzerland 
can look forward to a first 
encounter with American 

director-designer Bob Wilson, 
who Is to stage Virginia Woolfs 
Orlando In Lausanne and the 
Gertrude Stein theatre work 
Doktor Faustus Lights the Lights 
In Geneva. The Lausanne 
theatre season Includes a Luc 
Bondy staging of Ibsen's John 
Gabriel Borkman, white Geneva 
sees a Bertno Besson staging 
of a text by CoOne Serreau. 


Operatic highlights In 
Switzerland Include a Christmas 
production at Lausanne of 
Milhaud's opera-ballade Le 
Camaval de Londres. Geneva 
has Die Frau ohne Schatten in 
November, Poulenc's Dialogue 
des Carmelites with Marie 
McLaughlin In March and 
Samuel Ramey as Boris 
Godunov In May. 

EXHIBITIONS GUIDE 


APELDOORN 

Rl|ksmuseum Palels Het Loo 
The White Palace: From Louis 
Napoleon to Wilhelmina 
1806-1962. Het Loo was the 
residence of foe Dutch royal 
family before it became a 
museum in 1970, when it was 
stripped of its 19fo and 20th 
century additions and returned 

to its original 17th century 
condition. The exhibition 
comprises mostly unknown 19fo 
and 20fo century drawings and 
designs for additions to the 
palace, plus objects and interior 
furnishings belonging to its 
former residents, including Louis 
Napoleon’s collection of precious 
golden clocks, ends Jan 10. 
AMSTERDAM 
Rijksmuseum Meeting of 
Masterpieces: works by two I6lh 
century Italian masters come 
face to face - Lodovico 
Carracci’s The Vision of St 
Francis and Titian’s Madonna 
and Child with John foe Baptist 
and Catherine. Ends Nov 8. Also 
Drawings from the Age of 


Bruegel: foe Frits Lugt 
Collection. Ends Nov 8. Closed 
Mon. 

Ven Gogh Museum Felix 
Vallotton (1865-1925): 
retrospective of the Swiss 
Post-Impressionist painter who 
joined the Nabis. Ends Nov 1. 
Daily. 

BERLIN 

NatlonalgaJerie Art in Germany 
1905-37: more than 140 paintings 
and sculptures by 62 artists, 
including DIx, Klee and Munch. 
Ends Jan 3. Closed Mon and 
Tues. 

Bracfce Museum Painting and 
Sculpture of foe Brucke: works 
by Kirchner, Schmidt-Rottluff 
and other members of foe early 
20fo century group of artists 
based in Dresden. Ends April 
4. Closed Tues. 
S'HERTOGENBOSCH 
Noordbra bants Museum 
Shrovetide Carnival: a visual 

history of this old tradition of 
the southern Netherlands as 
expressed in art The exhibition 
Includes a wide variety of 
paintings, sculptures and objects 
from foe 16th century to the 
present day, and examines foe 
accompanying rituals of carnival 
tradition. Ends Nov 29. 

LONDON 

Royal Academy of Arts Sacred 
Art of Tibet a monumental 
exhibition of Tibetan art from 
foe 9fo century to the present 
including 160 rare examples of 
paintings, sculptures and 
tapestries, many from the 
Hermitage in St Petersburg. All 
the works were created as 
objects of worship. Ends Dec 


13. Also Alfred Sisley 
retrospective. Ends Oct 18. Daily. 
Hayward Gallery Art of Ancient 
Mexico: 170 sculptures in stone, 
jade and clay, including full-size 
figures of priests and gods, a 
Maya dynastic monument and 
the sculpted head of an Aztec 
eagle warrior. Drawn from 
museums in Mexico and the 
British Museum, this exhibition 
offers a glimpse of one of foe 
world's great sculptural 
traditions. Ends Dec 6. Daily. 
Courtauld Institute Kokoschka: 
works on paper from the Princes 
Gate Collection. Ends Oct 28. 
□ally. 

Institute of Contemporary Arts 
Jean Nouvel: multi-media 
installations by the French 
post-modern architect. Ends Oct 
25. Daily. 

Barbican John Heartfleld, father 

of photomontage. Ends Oct 18. 
Daily. 

Tate Gallery The Painted Nude. 
Ends Dec 27. Daily. 

MADRID 

Centro de Arte Reina Sofia An 
exhibition Inaugurating the 
museum's permanent collection, 
featuring Guernica and 19 other 
Picasso works, 24 by Dali, 17 
by Mfro. Le Corbusier's The Fall 
of Barcelona and more than 300 
other important 20th century 
paintings. The museum is 
designed to complement foe 
Prado's collection of works by 
Velasquez, El Greco, Goya and 
other pre-20fo century artists. 
Madrid's triangle of national art 
museums on the Paseo del 
Prado will be completed on Oct 
8 by foe opening at foe 


Villahermosa Palace of foe 
Thys8en-Bomemlsza collection, 
comprising 787 masterpieces 
transferred from foe Thyssen 
gallery in Lugano. Closed Tues. 
Fundacion Juan March David 
Hockney: 76 paintings, 
photographs and drawings. Ends 
Dec 13. Daily. 

NEW YORK 

Metropolitan Museum of Art 
Ribera: a retrospective devoted 
to one of foe great painters of 
Spain's Golden Age, 
commemorating foe 400fo 
anniversary of his birth. Ends 
Nov 29. Also Rene Magritte: 152 
works by foe Belgian surrealist, 
including paintings, drawings, 
sculpture and painted bottles. 
Ends Nov 22. Closed Mon. 
Guggenheim Museum The 
Avant-Garde In Russia 1915-32: 
more than 800 works 
representing the development 
and legacy of abstraction in 
early Soviet art The exhibition 
includes painting, sculpture, 
photography, architectural and 
topographic design, theatre 
costumes, textiles and porcelain, 
with work by Kandinsky, 

Lissltsky, Popova and many 
others. Ends mid-Dec. The SoHo 
site has foe seven murals on 
paper which Marc Chagall 
painted for Moscow's Jewish 
Theatre in 1920. The main 
museum is closed on Thurs, the 
SoHo site on Tues. 

PARIS 

Grand Palais The Etruscans and 
Europe: 650 exhibits of pottery, 
bronzes, wall paintings and 
jewellery show a harmonious 
civilisation formed a link 


between ancient Greece and 
Rome, and Influenced art and 
craftsmanship in central and 
western Europe. Ends Dec 14. 
Closed Tues, late opening Wed 
(ave du General Eisenhower). 
Grand Palais Biennale des 
Antlquaires: Pier Luigi Plzzl has 
devised a theatrical mise en 
scene for exhibits spread over 
4500 sq m. ranging from a 
terracotta chaman 1150-800 BC 
to a sensual Venus in oil on 
copper from about 1600 AD. 

Ends Oct 4. Dally. 

Espace Electra The Meeting of 
Two Worlds through the Eyes 
of Haitian Painters. Ends Oct 
17. Closed Mon (6 rue 
Recamier). 

Pare de Bagatelle Henry Moore: 
27 large bronze sculptures. Ends 
Oct 4 (Bois de Bologna). 
PRAGUE 

National Gallery Emil Orllk 
(1870-1 M2): 150 paintings, 
drawings and illustrations by 
foe Prague painter. Ends Oct 
4. Closed Mon. 

ROTTERDAM 
Museum Boymans-van 
Beunlngen Impressionism: A 
Fresh Look. The exhibition 
consists of foe museum's own 
collection of French 
impressionists, with paintings 
by Gauguin, Signac and van 
Gogh, drawings by Cezanne, 
prints by Toulouse-Lautrec and 
Bonnard and sculptures by 
Degas, Renoir and Rodin. Ends 
Nov 29. Also David Hockney, 
prints and photographs 
1960-1980. Ends Oct 4. Dutch 
Lace Schools from 1850 to 1940. 
Ends Oct 18. Closed Mon. 
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Policy after 
the collapse 


THE ECONOMIC policy of the UK 
is now in tatters. So. unfortu- 
nately, is its relationship with the 
German monetary authorities. 
The UK must refashion the first 
and repair the second. But it must 
also preserve what has been 
achieved under Mr John Major, 
both within the UK economy and 
in the UK's relations with the rest 
of Europe. The UK can and must 
be both actively and sympatheti- 
cally involved in European inte- 
gration. It will be so only if it 
solves its fundamental economic 
problem, tbat of securing non- 
inflationary growth. 

The EBM policy did not fail 
because the UK government was 
tactically inept, though it was. 
Nor did the policy fail because of 
the maladroitness of the Bundes- 
bank, though that certainly 
helped. The policy Failed because 
its price became too high. It 
became impossible to believe in 
the survival of a policy that 
seemed to promise Indefinite con- 
tinuation of recession, ever-rising 
unemployment and progressive 
fiscal deterioration. The markets 
decided that no government could 
support the parity at the price of 
an economic decline unparallelled 
in the history of the ERM. 

The defeat was suffered for two 
noble causes: a desire to eliminate 
the UK's ruinous inflationary psy- 
chology and a determination to 
play a full part in the councils of 
Europe. The FT supports both 
causes, as it supported the ERM 
policy. Neither Mr Major nor Mr 
Lament are to be damned for their 
pursuit of this policy, nor even for 
their repeated assertions that they 
would never do what. In the end, 
they were forced to do. Such asser- 
tions are the swiftly debased coin- 
age of any semi-fixed exchange 
rate regime. 

Yet sterling cannot simply be 
returned to the ERM at the earli- 
est opportunity, as if nothing had 
happened. Even a resounding Yes 
in Sunday's Maastricht referen- 
dum in France would not decide 
the matter. 


Brutal reminders 

The argument for ERM member- 
ship was that it would both add to 
the credibility of UK monetary 
policy and reinforce the country’s 
participation in European integra- 
tion. But no new parity can have 
credibility, Who imagines that the 
government, after already losing 
some 7 per cent of the value of the 
huge sums dispensed in sterling’s 
defence, would soon repeat the 
experience? Who believes that the 
backbiting between the British 
government and the German 
authorities of recent days has 
helped European integration? 

The last two years and. above 
ail, the last few weeks have given 
brutal reminders of the rake’s 
progress of vulnerable parities in 
exchange rate regimes like the 
ERM: the ever-more fulsome 
avowal of decreasingly credible 


commitments, the conflict 
between domestic and external 
exigencies, the arguments 
between those responsible for the 
key currency and those on the 
periphery, the one-way bet offered 
to speculators, the final panic and 
then the Ignominious collapse. 

These are not risks to be run 
lightly once more. A regime with 
the economically turbulent unified 
Germany at its heart would again 
tie the UK to a frequently inappro- 
priate monetary policy. At present 
tbat policy is probably still too 
tight. Until the dust settles in Ger- 
many, the UK would do best to 
wait in the wings. 

Real dangers 
It should, instead, take the 
opportunity offered by its floating 
exchange rate. Bat it must not 
ignore the real dangers of doing 
so. What is needed is to build on 
the still incomplete achievement 
of low inflation. The higher prices 
that will follow directly from the 
current devaluation must not be 
allowed to generate a new wage- 
price spiraL 
No dashes for consumption-led 
growth can be contemplated. The 
government was right to lower 
base rate to 10 per cent once 
again, but it should go no further 
than that for the moment. Devalu- 
ation will stimulate manufactur- 
ing, itself among the most 
depressed parts of the economy. A 
slow recovery, led by exports. 
would be far safer and gain far 
more credibility for whatever par- 
ity might ultimately be chosen 
than an attempt to stimulate con- 
sumption through much reduced 
interest rates. Any such reduction 
might also lead to a complete col- 
lapse of sterling, because it would 
be rightly perceived as a return to 
the often repeated short-term 
growthmanship of the UK. 

The case for granting the Bank 
of England the power to set inter- 
est rates, subject to an explicit 
and public override by the govern- 
ment, is now overwhelming. A 
government prepared to cede that 
power to the Bundesbank should 
not be averse to giving it to a 
reformed Bank of England. The 
Bank, in turn, should focus pre- 
cisely on what the Bundesbank 
does, the growth or credit and 
money supply, the exchange rate 
and long-term rates of interest 
A policy dedicated to attaining 
non-inflationary growth is best for 
the UK and also the best way for 
the UK to prepare itself for further 
involvement in European mone- 
tary integration. Europe needs a 
UK that believes In itself, not one 
that believes itself incapable of 
anything better than devotion to 
an inward-looking Bundesbank. 
What the Bundesbank was expec- 
ted to do for the UK can also be 
done by the Bank of England, it 
was done by the Bank for centu- 
ries. That is the only monetary 
policy the British government can 
now sensibly adopt. 


Sunday matters 


AMID THE tumult on the 
currency markets this week, 
attention has been distracted from 
the event that helped to bring it 
about; France’s referendum cam- 
paign about the Maastricht treaty. 
Some ore arguing that the vote 
has suddenly diminished in signif- 
icance - that since the financial 
apocalypse foretold as a conse- 
quence of a French No is already 
upon us, the referendum somehow 
matters less. That argument is 
wrong. What happens on Sunday 
remains or central importance to 
Europe and to France. 

It is important for Europe 
because of the pivotal role France 
has played In the integration pro- 
cess from the beginning. And it is 
important for France because a 
commitment to Europe - and in 
particular to Franco-German 
co-operation - has defined the 
country's history and Identity 
since the second world war. 
Indeed, until this year it appeared 
the French had identified them- 
selves so completely with efforts 
to create a closer European union 
that the subject did not merit seri- 
ous domestic debate. 

Impossible as it seemed when 
President Francois Mitterrand 
called the referendum last June, 
all those assumptions have now 
been thrown open to question by 
the possibility that voters will 
reject Maastricht this weekend. To 
understand that is the reason to 
hope that France will vote Yes. 

A No vote would not just 
destroy the treaty on European 
Union, or force EC institutions to 
tread water for a while. It would 
mark the biggest reverse In the 
Community's history, and one 
from which it would take years to 
recover. Rightly or wrongly. It 
would also be seen as undermin- 
ing France's relationship with 
Germany at the worst possible 
political moment. Rumblings to 
this effect have been evident not 
far beneath the surface of the ref- 
erendum debate, with French poli- 
ticians on bath sides of the argu- 


ment referring to “German 
demons" and German politicians 
struggling to contain their irrita- 
tion. Approval of Maastricht Is 
needed to banish such atavistic 
noises from mainstream politics, 
and permit the countries at the 
core of Europe to concentrate on 
steering the Community through 
the troubles that lie ahead. 

Even in the unlikely event of a 
resounding Yes, this will be excep- 
tionally difficult. It will involve 
creative thinking by all EC gov- 
ernments, and a significant effort 
to assuage the concerns about the 
Maastricht treaty that have 
emerged in several member states 
apart from France. 

The treaty can only come into 
force when all 12 governments 
have ratified, and no one has yet 
come up with a remotely plausible 
answer to the problem posed by 
Denmark’s vote to reject it last 
June. Moreover, the humiliation of 
the British government in the last 
two days makes it less likely that 
parliament will readily ratify 
Maastricht in its present form, 
and considerably less likely that 
Mr John Major, as current Com- 
munity president, will be able to 
give much of a lead. As for Ger- 
many, Chancellor Helmut Kohl 
faces mounting political problems 
of his own - including domestic 
opposition to the treaty’s provi- 
sions for economic and monetary 
union, which will have been 
fuelled by this week's market tur- 
bulence. 

All this points to the need for 
European governments to take 
another bard look at important 
aspects of the treaty - and in 
particular to obey economic logic 
in framing the timetable and 
scope for completion of Emu, per- 
haps at variable speeds. But first 
we need a positive outcome on 
Sunday. 

A French Yes will not be soffi. 
cleat to put the Community back 
an the rails. But without one, EC 
leaders will be hard-pressed even 
to begin trying. 


Going off gold 


Anti-inflationary credibility Down, down, down... 


...and then up 
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R arely is it open to gov- 
ernments to rebuild 
their economic policies 
from scratch. Yet tbat is 
the position in which Mr 
John Major’s embattled administra- 
tion now finds itself, even if it is 
reluctant to admit as much. What 
are its options, after the failed 
attempt to transform Britain into a 
low -inflation, competitive Interna- 
tional trading nation by anchoring 
sterling to the D-Mark? 

The main choices might crudely 
be characterised as: fix, float or do 
nothing - this last being little 
more than floating by another 
name. In other words, should Mr 
Norman Lamont or any successor 
as chancellor restore sterling to the 
exchange rate mechanism (ERM) or 
perpetuate the present punch-drunk 
□oat? Yesterday's nebulous commit- 
ment to go back into the ERM as 
conditions permit would provide an 
adequate cloak for whichever of 
these divergent policies ultimately 
appealed to the government There 
is then a set of sub-options, which 
concern ways of reinforcing credi- 
bility once the basic policy choice 
has been made. What follows Is a 
plain man's guide to the pros and 
cons of the various avenues open to 
the government It starts with the 
de facto option of the moment, 
namely: 

• Floating. The minimalist case 
advanced by pro-floaters for allow- 
ing sterling to find its own level is 
that anything would be better than 
continuing to put up with a German 
monetary policy within the ERM 
tbat is wholly unsuited to British 
domestic economic conditions. 
Policymakers in Britain would 
enjoy the freedom to set interest 
rates at a level designed to address 
the problem of debt deflation and 
the associated maladies of falling 
house prices, rising unemployment 
and low consumer confidence. In 
fact they have already done so by 
permitting a two-point reduction in 
interest rates back to the 10 per 
cent level of Tuesday. 

Instead of the burden of adjust- 
ment falling on domestic demand, 
the exchange rate would, if this pol- 
icy were maintained, take the 
strain; and it would provide an 
escape valve over the longer run 
against the vicissitudes of policy in 
the US, as well as Germany. On this 
view the exchange rate is a market 
price; and it provides an adjustment 
mechanism that is perfectly 
designed to cope with divergent eco- 
nomic policies in the Group of 
Seven industrialised countries and 
in the ERM. Once move to floating 
and the conflict between what is 
needed to support the pound and 
the requirements of the domestic 
economy disappears. 

This was, in effect, Britain's 
answer to a similar problem in 1531, 
when sterling went off the Gold 
Standard. The subsequent float was 
associated (see chart) with Britain's 
highest rate of economic growth 


lohn Plender, Peter Norman and Peter 
Marsh outline the difficult options facing 
Britain’s economic policymakers 

Fix, float or 
do nothing 


this century. But there are snags. 

Devaluation following a decision 
to float carries inflationary risks, as 
the increased cost of imports feeds 
through to domestic prices, hi the 
1930s, when Britain was still at the 
heart of the sterling area, that risk 
was less because a great deal of the 
world was simultaneously floating 
downward with sterling. Today, the 
sterling area is no more and 
Britain’s pattern of trade has 
shifted substantially to continental 
Europe. The inflationary conse- 
quences of devaluation are thus 
potentially greater. 

The obvious, and worrying, prece- 
dent is the decision by Tony, (now 
Lord) Barber to float the pound in 
1972. That contributed significantly 
to an inflationary boom that took 
tiie annual rate of increase in the 
retail price increase to 27 per cent 
by mid-decade. A further worry is 

Devaluation after a 
decision to float 
carries inflationary 
risks because of 
higher import costs 

that after the government's loss of 
credibility over the past week the 
markets might not take kindly to a 
rapid reduction in interest rates. 
Even if base rates of 6-7 per cent 
were appropriate for the woes of the 
British economy today, a rapid 
move in that direction might put 
sterling into free fall 
Yet the risks can be overstated. 
As far as inflation is concerned, 
today’s devaluation is taking place 
against a background of an 
extremely depressed level of activ- 
ity, which will tend to reduce the 
adverse impact on prices. And while 
the markets clearly need careful 
handling in the short run they are 
not necessarily antipathetic to 
expansionary policy. According to 
David Hale, chief economist of the 
Semper financial group in Chicago, 
the UK’s poor economic perfor- 
mance has contributed to negative 
market sentiment in recent months. 
Improved sentiment for British 


equities on the basis of lower inter- 
est rates and devaluation could well 
be associated with subsequent capi- 
tal inflows which would help stabi- 
lise the pound. 

A second snag concerns the politi- 
cal implications of staying out of 
the ERM. John Major's frequently 
stated desire to put Britain at the 
heart of Europe would be hard to 
reconcile with a free-floating posi- 
tion outside the system. Yet it is 
possible that his aspiration has 
already sustained a mortal blow as 
a result of this week’s events. A No 
vote in this weekend's French refer- 
endum would anyway make it hard 
to define where precisely the heart 
of Europe is located. 

Should the government decide 
that the inherent risks of floating 
are outweighed by the rewards, it 
would probably have to review its 
overall fiscal stance and would 
almost certainly feel obliged to 
improve domestic monetary disci- 
pline to compensate for the aban- 
doned D-Mark exchange rate 
anchor. The trouble with such a 
move is that it was the failure of 
domestic money supply targe try in 
the 1980s that prompted the ill-fated 
experiment with exchange rate tar- 
gets in the first place. 

This means that Britain might be 
forced to rely on a wider range of 
indicators. The risk is that a lack of 
precision in defining the targets 
constitutes an invitation to sacrifice 
monetary virtue on the altar of 
political imperatives. Yet precision 
encourages financial intermediaries 
to use their ingenuity to by-pass 
disciplinary measures, for example, 
by borrowing off-shore, so distort- 
ing the authorities* chosen target 

Another strategy for bolstering 
Britain's credibility in a return to 
floating would be to grant indepen- 
dence to the Rank of fSn gland. This 
is music to the ears of Bank offi- 
cials, who would almost certainly 
be a tougher guardians of the cur- 
rency than their counterparts in the 
Treasury. The Bank never conceded 
tbat monetary policy was tight, let 
alone excessively tight, when ster- 
ling was hopelessly overvalued in 
the early 1980s. But it took decades, 
rather than years for the Bnndes- 


Enterprise in extremis 

Lionel Barber says the outlook for European union is 
bleak, whatever the outcome of the French referendum 


T he game is up. Whatever 
the outcome of the French 
referendum on the Maas- 
tricht treaty on Sunday, it 
is hard, to Bee how the treaty’s 
grand vision of European political 
and monetary union can survive in 
its present form. 

In Brussels yesterday, Britain's 
bloody retreat from the European 
exchange rate mechanism - cou- 
pled with Italy’s temporary absten- 
tion - was hailed as a necessary 
measure to maintain confidence in 
the European Monetary System. 

But the Anglo -Italian moves - 
matched by the devaluation erf the 
Spanish peseta - raise the prospect 
of a two-tier Europe, with the 
weaker economies dropping behind 
a “hard-core" block led by Ger- 
many. Maastricht's goal of mone- 
tary union for all of the Twelve by 
the end of the century, never easy, 
now seems remote Indeed. 

Moreover, the atmosphere of 
recrimination which accompanied 
Britain's retreat - particularly the 
charges in London of Bundesbank 
sabotage forcing the devaluation of 
sterling - seem certain to poison 
the immediate prospects for future 
European co-operation. “What 
(these events) demonstrate is the 
fragile nature of the Community,” 
says a senior EC official. 

For three months since Danish 
voters narrowly rejected the Maas- 
tricht treaty last June, European 
heads of government have insisted 
that the enterprise could be sal- 
vaged. They have stuck to this 
view, despite growing doubts about 
the treaty in Britain and, more 
importantly, in France and Ger- 
many, the driving forces behind 
greater European integration. 

Maastricht was conceived in what 
now seems a distant era of opti- 
mism. Although the treaty con- 
tained important provisions on a 
common social policy, foreign pol- 
icy and tentatively defence, the 
most important bargain was struck 


on monetary union. Germany 
agreed, under French pressure, to 
trade its D-Mark for an ill-defined 
political union and the goal of a 
single currency, at the earliest by 
1997, at the latest by 1999. 

In retrospect, as some senior offi- 
cials in Brussels admit, Maastricht 
may have been a bridge too far. The 
Danish referendum has exposed the 
gulf between the Europe planned by 
the technocrats and heads of states 
and the Europe of the people - a 
point Mr Jacques Delors, the Euro- 
pean Commission president and 
arch-federalist, now concedes. 

More important, the events of the 
past week have exposed what may 
be an even more fundamental flaw: 
tiie notion, implicit in Maastricht, 
that a united Germany could be tied 
down by treaty constraints to the 
point where Europe co-operation 
takes precedence over perceived 
vital national interests. 

P erhaps the turning point 
came earlier this month 
during an informal meet- 
ing of finance ministers in 
Bath when Mr Helmut Schlesfnger, 
Bundesbank president, and Mr Then 
WalgeL Germany's finance minis- 
ter, were ambushed by their 11 
counterparts and urged to lower 
Interest rates to help a general 
European economic recovery. 

“It was a bloodbath.” says one 
participant At one point according 
to another source, Mr Waigel had to 
restrain Mr Schlesinger from walk- 
ing out of the meeting, so enraged 
was the Bundesbank chief by the 
pressure he was put under. This 
private arm-twisting may explain, 
first, the Bundesbank's grudging 
cut of K percentage point In the 
Lombard rate this week, and Mr 
Schlesinger’s subsequent comments 
in an interview - later denied - 
that he favoured a broader realign- 
ment of currencies in the ERM. 

Mr Schlesinger’s comments 
helped to propel the emergency 


meeting of the EC monetary com- 
mittee which ended at just before 
6am yesterday morning and which 
killed British hopes of persuading 
the other member states to suspend 
the operations of the ERM until 
after Sunday. 

The currency game has still to 
play out. If President Mitterrand’s 
gamble of putting the treaty to a 
referendum pays off, and there is a 
Yes vote, there is some prospect of 
relief for the weaker EC currencies. 
If the vote is No, further speculative 
attacks seem inevitable. 

In political terms, a Yes vote 
would put tremendous pressure on 
ail EC states - including Denmark 
and Britain - to support Maas- 
tricht unequivocally and quickly. 
The problem Is that the Danish gov- 
ernment wants more time to pre- 
pare pnblic opinion for a possible 
second referendum. 

The UK government’s position is 
no less delicate. Faced with growing 
opposition to the treaty on his back- 
benches, Mr John Major, the British 
prime minister, must also do his 
duty as holder of the six-monthly 
rotating EC presidency. The risk, 
says one EC official, is that Britain 
will find itself once again isolated, 
as France and Germany debate 
what comes after Maastricht If 
there is a No on Sunday. 

For this reason, it seems likely 
tbat Britain will call a summit of 
the beads of state shortly after the 
French referendum. The aim would 
be to salvage what is left of the 
treaty, rather than to engage in a 
full-scale renegotiation; to push for 
broader European co-operation 
without necessarily drawing up new 
Community law; to initiate enlarge- 
ment of the Community; and to 
press for completion of important 
business such as the single market 

This “business as usual" 
approach is characteristically Brit- 
ish. There must be some doubts 
about whether Mr Major can carry 
it off. 


bank to establish its reputation for 
monetary rectitude. So Britain's 
Liberal Democrats, who have been 
pushing this nostrum hard, have 
probably over-sold their case. 
Which brings us to: 

• Fixing. There is most unlikely to 
be any such thing as a quick fix, 
not least because nobody can be 
sure of the fixture shape of tiie ERM, 
in the light of the French referen- 
dum and the problems of the Ital- 
ians - who are bravely (or fool- 
ishly) committed to re-assuming 
their ERM obligations next Tuesday 
- and the Spaniards. Britain has 
also given itself more time to decide 
on a return than Italy because the 
Treasury feels that the turmoil on 
currency markets over the past 
week has other causes than the 
French vote. UK Treasury officials 
yesterday said the recent weakness 
of the dollar, low US interest rates 

In one sense the 
sheer awfulness of 
the latest debacle 
lends strength to the 
ERM case 

and the Bundesbank’s high interest 
rate policy were other factors that 
bad derailed UK policy. 

This reasoning is largely self serv- 
ing. But it could also imply that 
these problems would have to be 
resolved before the UK will be pre- 
pared to consider full EMS member- 
ship as a genuine policy option. 
And the markets appear to be 
looking for a protracted period on 
the sidelines. Yesterday’s rise in 
share prices was predicated on a 
continuing fall in interest rates, 
implying a possible further depred- 
ation in the sterling parity. Gilt 
yields, meantime, fell at the short 
end of the market on similar 
assumptions about falling base 
rates, while long bond yields rose 
on the thesis that inflationary pres- 
sures looked more threatening with 
the ERM discipline removed. 

The case for going back in at 
some point in the future, if there is 
a worthwhile ERM left to go into, is 


simple enough. As John Shepperd. 
economist at S.G Warburg Securi- 
ties, puts It: “Whatever happens 
over the next few weeks 1 am con- 
vinced that Mr Major has not 
turned his back on the ERM for 
good. Eves if Britain re-joins at a 
lower rate of perhaps DM2.65, the 
ERM policy is the only route open / v 
for Britain if it wants to lock into 
lower inflation. All the other 
policy prescriptions look thread- 
bare." 

In one sense the sheer awfulness 
of the latest debacle lends strength 
to the ERM case. An argument for 
entry in 1990 was the belief that 
Britain was not competent to run 
its own monetary policy. After this 
week’s humiliation, the same argu- 
ment must apply in spades. But 
that in turn could also he taken to 
imply that Britain's second-time 
judgement about when to re-enter 
and its choice of central rate within 
the parity grid might be flawed 
once again. The argument could 
run in perpetuity. 

Perhaps the most powerful argu- 
ment for reconsidering an external 
anchor for monetary policy is that 
Britain, like Sweden, has lived v 
through a series of post-war cur- 
rency depreciations, in and out of 
fixed rate exchange rate systems, 
that have proved to be nugatory. In 
the end the nominal depreciations 
have always been off-set by infla- 
tion and competitiveness baa shown 
no long run real improvement. 

While there may be a case for deval- 
uation in response to one-off exter- 
nal shocks, a succession of devalua- 
tions becomes self-defeating as 
market expectations adjust 

The floaters’ counter-argument is 
that the present devaluation is not 
primarily about restoring competi- 
tiveness. It is merely a by-product 
of the attempt to address domestic 
economic problems with appropri- 
ate domestic remedies. 

The UK would certainly face mas- 
sive problems rebuilding the credi- 
bility of its commitment to the 
mechanism. It was, after all, the 
chancellor, who said recently that: 

“The ERM is not an optional extra, 
an add on to be jettisoned at the 
first hint of trouble. It is and will 
remain at the very centre of our 
macroeconomic strategy." In the 
event, Britain showed less determi- 
nation to stay in the ERM than 
Sweden, a non-member, prepared to 
demonstrate in maintaining the 
link between its currency and the 
Ecu. 

It would be unwise to underesti- 
mate John Major’s commitment to 
disinflation via the ERM. But be is 
also an accomplished politician. It is 
hard to believe, regardless of the y, 
purely economic merits of the case. ■' 
that he would embark on a second 
experiment with an external mone- 
tary target before the economy is 
firmly established on a growth path 
again. For many on the Tory 
benches and in the country, once 
was more th aTi enough. 
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Organised by Forum Europe in 
association with CEFIC and I FI EC. 


Energy is the last frontier of the Single Market, and 
some say the most important. The European Parliment's 
October 1-2 hearings on the creation of an internal 
market for gas and electricity will play a crucial role in 
determining the future of energy in Europe. 

This major event is organised by Forum Europe 
in association with The European Chemical Industry 
Council (CEFIC) and The International Federation of 
Industrial Energy Consumcrs(IFIEC). It will 
complement the European Pariimeni hearings and will 
provide an open forum in which the issues at slake can 
be publicly debated. 

Speakers at the conference include: 

Sir Leon Brittan, Vice-President of the European 
Commission with responsibility for Competition 
Claude Desama MEP, Chairman , European Parliament 
Energy Committee 

Robert Priddle, Chairman. High-Level Energy Committee 
of the EC Council of Ministers 
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Crueller realities of 
life at the top 

Philip Stephens assesses the political damage caused by the 
week's events to John Major and Norman Lamont 


M r John Major is 
wounded, but not 
fatally. The same 
cannot yet. be 
said of Mr Norman Lamont. 
The chancellor -is to stay for 
now at No -11. We should not 
underestimate the prime minis* 
ter's loyalty to his colleagues 
- witness his stubborn 
defence of the unfortunate Mr 
David Mellon Bat Mr Lamont, 
like the heritage secretary, has 
lost the authority to go with 
the Job. 

There is no justice in the 
assessment It was the prime 
minister who staked. bis gov- 
ernment’s reputation on 
DM2£5. It is he who must live 
with the agonising echoes of a 
speech just a week ago In 
which he likened devaluation 
to betrayal of the nation’s 
future. Mr Lamont was never 
in his. heart convinced there 
was no alternative to the ERM. 
He did more than was asked of 
him in defending the policy. 

But those who argue that he 
cannot be the scapegoat for the 
failure of the government’s 
economic strategy miss the 
crueller political really. The 
awesome task facing the gov- 
ernment is to rebuild some- 
thing that resembles a coher- 
ent policy on the economy and 
Europe. The judgment of his 
peers is that Mr Lamont can- 
not recover the political 
authority such a task will 
demand of the chancellor. 

They may be proved wrong. 
Mr Lamont Is a resilient politic 
dan. But as of now the consen- 
sus at Westminster runs as fol- 
lows: if Mr Douglas Hurd is 
discounted, there are only two 
members df the cabinet equal 
to the present challenge - Mr 
Kenneth Clarke and Mr Mich- 
ael Heseltlne. At a pinch Mr 
Michael Howard can be added 
to the list 

Bat what of Mr Major? Hie is 
devastated by the: events of 
Wednesday. The capitulation 
was not the H4um of a cynical 
politician' who saw a fixed rate 
for the pound as a convenience 
and devaluation as no more 
than an awkward moment. He 
believed in the policy. He gave 
In on Wednesday night only 
when he was told by Mr Robin 
Leigh-Pemberton that there 
was nothing else the Bank of 

En gland COUM do. 

With the benefit of hindsight 
• it is easy to see when the strat- 
egy went wrong. If Mr Major 
was brave enough on Wednes- 
day to raise interest' rates to 15 
per cent, it was by then too 
late. 

Weil before the crises of the 
past two weeks it was dear 
that sterling would remain 
under pressure for as long as 
the outcome of the French ref- 
erendum on Sunday remained 
uncertain. Senior officials were 
privately warning of that possl- 


Expense 

accounts 


■ Past Wanna sell a bank? 

Just when the City thought 
that the bottom had fallen out 
of the second-hand merchant 
hank market, along come some 
cheery customers from South 
Africa. 

Over the years lots of firms 
- rangin g frnrn the Hnngknng 
and Shanghai Ranking 
Corporation to the TSB - have 
been tempted to buy a 
prestigious City merchant 
bank and have not always been 
best pleased with the outcome. 
However, It seems that even 
in the depths of a recession 
there are still people prepared 
to pay good money iter less 
than prestigious London 
merchant banks. 

Barclays Bank, which 
rescued the loss-making Allied 
Trust Bank in 1990, has just 
sold it for£25m to South _ 
Africa's Investec Bank, and 
Barclays’ old South African 
subsidiary, First National 
Bank, is said to be close to 
paying £50m for Henry 
Ansbacher, which lost KL2m 
last year. 

Why are the South Africans 
-so interested In these outfits? 
Most foreign banks coming 
to London open branches. But 
not South Africa's ba nks, ft 
seems. This week, for example, 

- Standard Rank has opened its 
new London subsidiary with 
capital of £35m. If it had a . 
branch it wouldn’t have bad 
to Invest thte kind of money 
because it could have traded 
off the back of its parent's 
large South African capital 


Perhaps the Bank of Eng l and 
feels that it should only give 
new London banking licences 
to South African entrants who 
are prepared properly to 
capitalise their London 
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hffity in July. Presumably they 
suggested a pre-emptive inter- 
est rate rise. Presumably Mr 
Lamont - and/or Mr Major - : 
rejected the idea for fear of a 
backlash on the Tory back- 
benches. 

But the government cann ot 
afford to indulge in post- 
mortems. The suspension of 
sterling's membership of the 
ERM jmn left a ga ping hole in 
its economic strategy, ft threat- 
ens to destroy Mr Major’s 
painstaking a ttem pts over the 
past two years to persuade the 


buy time. For all his anger at 
the behaviour of the Bundes- 
bank, Mr Major still sees the 
khm as the only available 
anchor for a credible anti-infla- 
tion strategy. Mr Lamont, too. 
Is unconvinced that sterling 
can be uncoupled permanently 
from the D-mark. 

Beyond that nothing can be 
decided until ministers have 
had time to assess the reaction 
of the markets to the French 
referendum. Nobody knows 
where sterling will be next 
Tuesday morning - nor 


Anti-Europeamsm — particularly 
paranoia about Germany - is back 
in fashion among Tory backbenchers 


Conservative party that it 
must come to terms with 
Europe. 

Yesterday’s cabinet meeting 
was a holding operation. The 
pwrefnily orchestrated display 
of unity - and genuine com- 
miseration with the chancel- 
lor’s predicament - was 
designed to allow the govern- 
ment to catch its breath. The 
cabinet’s Euro-sceptics, nota- 
bly Mr Michael Portillo and Mr 
Peter Lllley, by all accounts 
kept their counsel. 

The subsequent statement 
that sterling would rejoin the 
ERM as soon as conditions are 
favourable was an attempt to 


whether the ERM can survive 
in its present form. 

But Mr Major does not have 
much time to map out a new 
course. He should not underes- 
timate the angst in his party. It 
is not only those who have 
consistently opposed the strat- 
egy who are asking now what 
on earth was the point of all 
the pain of the past two years. 

There are the usual suspects 
- Lady Thatcher and Lord 
Tebbit among them. But others 
such as Mr Kenneth Baker, the 
former home secretary, are 
also preparing to step into the 
power vacuum. They are confi- 
dent tins week’s debacle will 


Observer 


If so, buying: Henry 
Ansbacher and Allied Trust 


Bank makes some sense if they 
can he bought at a substantial 
discount to net asset value. 


Over the hill 

■ Odds at William Hill that 
Baroness Thatcher will 
succeed John Major as the next 
foyer of the Tory party 
shortened yesterday to l&L 
“We have taken a number of 
beta on her return since Major 
took over,” says Hill, “starting 
- when she was ousted as 
-prime minister - at iQOd." 


Dead letter 

■ The pressures now being 
felt by the Bank of England 
. were not quite so acute 61 
years ago this week, when - 
as Observer reported yesterday 
- the UK was driven off the 
gold standard. 

The Governor of the Bank 
of England, the formidable 
Montagu Norman - was 
returning from a lengthy 
convalescence in the OS when 
the (Ed Lady decided ft could 
hold on no longer. 

Anxious to keep him 
informed, hut fearful of 
security leaks, officials sent 
an artfully worded cable to 
the Governor on his 
transatlantic liner. "Sorry we 
have to go off tomorrow and 
cannot wait to see yon before 
doing sa" 

Unfortunately, the great man 
completely misunderstood the 
message and - according to 
tire Bank's official history - 
ft was only after landing at 
Liverpool that he realised that 
tire inte rnational monetary 
structure for which he had 
striven for so long had 

collapsed. 


Not all bad 

■ Renault Vdbfcufos 
Industrials, an arm of tire 

French carmaker, has come 
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up with one of the less 
attractive exa m p le s of 
frangJais. Yesterday’s interim 
statement mentions the 1991 
first half pre-tax losses of 
FFrl28m “apres badwfll". 

BadwiH? Yes, says Renault 
cheerfully, ft is the opposite 
of goodwill and, rather than 
being a bad thing, is actually 
something of a windfall It had 
paid less than it expected to 
acquire full control (in 1990) 
of Mack Tracks in the US, so 
le badwitt Is a pot of money 
that turned up because the 
provisions made in advance 
of tire acquisition were too 
generous. 

Vive la difference. 


Dutch double 

■ No doubt the reasons for the 

merger of Reed International 
and Dutch publishers Elsevier 
are just as tire companies say 
they are - synergy, the 
opportunity of creating the 
world's most profitable 
publishing group and suchlike. 

But what a coincidence that 
Peter Davis, chairman of Heed 
ami chief executive and deputy 
chairman of the new company, 
should have a Dutch mother. 
Not to mention the fact that 


Reed’s finance director Nigel 
Stapleton has a Dutch wife. 


Stress relief 

■ Remember the Natural Law 
Party? That’s the organisation 
preaching transcendental 
meditation as a means to a 
better world, which however 
failed to win a single seat in 
tire April general election. 

Even so, the party is still 
alive and kicking, or perhaps 
even bouncing - one of its 
party election broadcasts 
showed a team of meditators 
bumping along the ground on 
their backsides. 

Indeed, one of its executive 
committee members. David 
Lucas, took the trouble of 
telephoning yesterday to 
explain why aQ the other 
politicians are unable to get 
Britain out of its economic 
mess. 

“There mil be a continual 
decay in this country as 
politicians of the other parties 
do not have the means to 
control the situation," he 
"The bottom line is how people 
feel We need to change tire 
consciousness of the country, 
give ft some brightness." 

The way to do that, 
apparently, is to get a critical 
mass of people - a minimum 
of the square root of l per cent 
of the population - 
permanently engaged in the 
Sidhi programme of advanced 
transcendental meditation, 
which "would neutr alise the 
stress of the country". 

Alas, as that would mean 
about 750 full-time meditators 
for the UK, it would cost a 
good deal of money. But 
perhaps public-spirited citizens 
might chip in enough to 
at least the cabinet along. 


Pass 

■ Son: Dad. what’s this sterling 
crisis all about? 

Daifcerm... 
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provide a fertile recruiting 
ground for their efforts to dis- 
own permanently the ERM as a 
prelude to ditching Maastricht 
The Euro-sceptics have a 

spring in their step. Their 
ranks are being swelled by the 
uncommitted on the Tory 

They are peddling an attrac- 
tive potion. With the pound 
floating freely, interest rates 
could be cut to a level which 
would get the economy moving 
a gain S mall businesses, the 
bedrock of the government’s 
support would stop going bust 
The housing market would 
p ick up. Unemployment might 
stop rising. Monetary targets 
could be reintroduced to guide 
anti-inflation policy. And if 
prices crept up a little faster, 
what harm? Anti-Europeanism, 

and more par ticular ly paranoia 

about Germany, has come back 
into fashion on the Tory back- 
benches. It has been fed this 
week by Downing Street's ill- 
judged public onslaught on the 
Bundesbank. The question 
being asked by some col- 
leagues is that if Mr Major 
blamed the Germans for the 
government’s Humiliation, why 

on earth should he risk a 
repeat performance by taking 
sterling back into the ERM? 

The answer is that he still 
thinks the permanent defeat of 
inflation offers the only real 
prospect of reversing Britain’s 
long-term economic decline. He 
saw enough of the sterling cri- 
ses of the 1980s to understand 
that a free-floating pound does 
not Insulate the government 
from the foreign exchange 
markets. He believes fervently 
that Britain's long-term future 
can be secured only within the 
mainstream of Europe. How 
long will business be able to 
cope with a gyrating exchange 
rate once the European single 
market is In place? 

So his strategy must be to 
start again from scratch: to 
rebuild confidence in sterling 
as a prelude to its return to the 
ERM and. after a decent inter- 
val, steer the Tory party back 
into the belief that Europe rep- 
resents an opportunity rather 
than a threat 

It will not be easy. Cabinet 
ministers are hinting it will be 
months before the markets 
have settled sufficiently for 
sterling to be fixed with con- 
fidence at a new D-mark par- 
ity. But the longer the pound Is 
outside the ERM the harder Mr 
Major will find it to persuade 
his party that it should rejoin. 
There will be rebellions. But 
the prime minister has seen at 
close hand the alternatives. It 
was the failure of Lady Thatch- 
er’s approach to Europe and 
the economy that put him in 
Downing Street 

Joe Rogaiy ism the (JS 


Level of UK 
aid budget 

From Mr Adrian P Hewitt. 

Sir, $o now we have it from 
no less an authority (and hard 
taskmaster) than the managing 
director of the International 
Monetary Fund. Mr Michel 
Camdessus: a doubling of the 
UK's foreign aid budget could 
easily be afforded. He would 
give us “until the end of the 
century" to reach 0.7 per cent 
of gross national product (Mon- 
day Interview, September 14). 

Currently, UK aid stands at 
$3-25bn and it has been stag- 
nating at around the current 
0.32 per cent of GNP for a 
decade. To achieve a doubling 
to 0.7 per cent in eight years, 
and incidentally to match the 
French, we should need to 
increase the budget by just 
over a twelfth annually - tha t 
is to add currently a mere 
$280m each year (if I rather 
mischievously assume the 
economy does not grow; more, 
more affordably, if it does). 1 do 
hope both Mr Michael Portillo, 
chief secretary to the Treasury, 
and Baroness Chalker, over- 
seas development minister, are 
readers of the Monday Inter- 
view as they lock horns for the 
aut umn public spending round, 
because Britain needs to start 
now to meet the Camdessus 
target. Not since the days of 
Bob Geldof has public support 
been so strong for increasing 
development aid and sustained 
action to alleviate poverty. 
Adrian P Hewitt 
deputy director, 

Overseas Development Institute, 
Regent's College, 

Regent's Park, 

London NWl 4NS 

Mr Jonathan 
Hoffman 

The final sentence of Mr 
Jonathan Hoffman's letter yes- 
terday should have read: "That 
is why the ERM has no choice 
but to go forwards to Emu, or 
backwards to more frequent 
realignments; the present state 
of limbo is completely unsus- 
tainable." By omitting the 
words “or backwards" we 
incorrectly suggested that 
his view was that the only 
way forwards was to realign- 
ments rather than to monetary 
union. 


Time to remove UK monetary 
policy from political arena 

From Dr Rosalind Altmann. ! rather than eirpntinnal Hr. 1 I fopl the time has cnmi 


From Dr Rosalind Altmarm. 

Sir, The government’s policy 
for fighting inflation is in tat- 
ters. European monetary 
cooperation has failed due to 
the incompatibility of a Ger- 
man post-unification boom 
with the slow-down in other 
economies. But the goal is still 
important and the markets 
need to be convinced about 
Britain’s anti-inflation resolve. 
So how can credibility be 
restored? 

The time has surely come to 
make the Bank of England 
fully independent, handing 
over to it the conduct of mone- 
tary policy. This should now be 
made an urgent priority and 
the intention to do so should 
be announced as soon as possi- 
ble. It could hardly do a worse 
job! 

The Bank of England could 
reassure markets of its resolve 
by maintaining a cautious 
monetary policy, but in the 
context of the protracted eco- 
nomic weakness at home. 


rather than exceptional cir- 
cumstances overseas. Britain's 
interest rate policy would then 
be in the hands of a body 
which should ensure that 
Britain’s interest rates are 
determined by the inflation 
pressures in our own country 
- but irrespective of political 
time-tabling. 

After all, is this not what the 
most respected independent 
central bank of all has been 
doing so successfully for itself 
these last two years? 

Rosalind Al tmann. 
director . global equity 
strategist. 

County Natives! Investment 
Management, 

43-44 Cmtched Friars. 

London. EC3N 2NX 

From Mr F Marshall 

Sir, I am the managing direc- 
tor of an engineering company 
producing machinery for the 
plastic industry. We export 
about 80 per cent of our output 
all over the world. 


1 feel the time has come for 
somebody in industry to speak 
up and stop the meddling of 
politicians with exchange 
rates, interest rates etc. 

To put UK manufacturing 
companies on an equal basis 
with our competition in the 
European Community, the sen- 
sible thing to do is to establish 
one rate of interest for all 
countries in the Community 
and one monetary unit (be it 
an Ecu or any other denomina- 
tion). 

If this is achieved it will stop 
the foreign exchange specula- 
tors making huge profits, as 
they do at the moment with 
the present system. It will also 
stop a country in the Commu- 
nity devaluing its currency, 
which obviously gives it an 
immediate advantage over its 
competitors in other countries. 
F Marshall, 

Specdex (Engineering), 

Hodgson Lane, 
DrighlingtonlBradford. 

West Yorkshire. BDll 1JS 


Sound theory, but maybe impossible in practice 


From Mr Nathan Gelber. 

Sir, Barry Riley’s argument 
(The Long View, September 12) 
that pension fund trustees and 
their portfolio managers 
should take into account 
changes in investment funda- 
mentals - ie, raakp major mar- 
ket Hming derisions an d asset 
allocation shifts - deserves 
further scrutiny. Although in 
theory it seems to be a sound 
argument, in practice, it 
appears to be extremely diffi- 
cult, if not impossible, to 
implement 

Based on our experience, 
gained through monitoring a 
large number of fund manag- 
ers, we have not yet had con- 
clusive evidence that adding 


value on a consistent basis 
through market timing - le, 
making significant shifts 
between asset classes in antici- 
pation of extreme price move- 
ments - can be achieved. 
Given this environment, it 
would require only a few poor 
decisions to deflate longer 
results to the point where real 
rates of return would fail to 
have been achieved and the 
trustees would be unable to 
meet their real liabilities. 

Pension fund trustees and 
their portfolio managers can 
afford the longer-term perspec- 
tive. So it would be more 
appropriate to gauge the risk 
acceptable to their specific 
requirements, formulate an 


asset allocation policy which is 
consistent with these criteria 
and adhere to it, even when 
the stock market is at its ugli- 
est. This docs not mean pen- 
sion fund trustees or their 
managers should necessarily 
follow the crowd. Instead they 
should devote more effort to 
addressing their specific liabil- 
ity structure. I would be sur- 
prised if their individual char- 
acteristics would mirror the 
current consensus and this is 
why the copy-cat mentality is 
so dangerous. 

Nathan Gelber, 
chairman. 

Stamford Associates. 

I St Katharine’s Way, 

London El SUN 


More jobs better than more ‘poorer consumers’ 


From Mr John G Bridge. 

Sir, So the World Develop- 
ment Movement believes that 
the interests of the "poorer 
consumers" would be best 
served by making available 
more low cost textiles from the 
Far East at the expense of the 
UK industry, thus creating 


more "poorer consumers” 
("Textile trade rules are 
attacked”, September 14). 

How much more positive it 
would be to provide jobs for 
these people in wealth-creating 
manufacturing industries, 
enabling them to spend their 
incomes in the shops which 


could then offer UK goods 
alongside the imported ones. 
John G Bridge. 
chairman. 

Textile Industry Support Cam- 
paign, 

ThomcUffe, 

115 Windsor Road, 

Oldham OLS IRQ 
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Amato announces L93 ? 000bn package to cut costs and raise revenue 


Rome drafts austerity budget 


By Haig Slmonlan in Milan 

THE ITALIAN government 
yesterday announced cost-cutting 
and revenue-raising measures 
totalling L93,000bn (S7Sbn) in a 
1993 budget package designed to 
tackle the country's huge budget 
deficit 

The size of the package disap- 
pointed some economists, who 
had been calling for measures 
worth between LlOO.OOObn and 
Ll20,000bn to counter the impact 
of higher interest rates and infla- 
tion on the state's finances. 

The package envisages 
L43,OOObn in spending cuts and 
L42,000tm in revenue-raising mea- 
sures, mainly from new taxes and 
charges. A further L7,00Qbn is 
expected in privatisation pro- 
ceeds. Overall, the government 
plans to freeze spending next 

Currencies 
face ERM 
pressure 

Continued from Page l 


vote was whether the franc 
would be able to continue to keep 
its link with the D-Mark, he said 

The Danish and Irish govern- 
ments also reaffirmed their com- 
mitments to the mechanism, 
arguing that the state of their 
economies did not justify a deval- 
uation of their currencies. 

Some pressure on the punt and 
the krone, however, came from 
German investors selling Irish 
and Danish government bonds 
because they feared further cur- 
rency realignments. German 
Investors are estimated to hold 
between a quarter and a third of 
Irish government bonds, and up 
to a fifth of the Danish market 

In Spain, upward pressure con- 
tinued on interest rates despite 
yesterday's devaluation amid 
expectations that a French No 
vote would necessitate a sharp 
interest rate rise to keep Spain 
above its ERM floor. 

The Portuguese government 
said it had no intention of copy- 
ing the Spanish devaluation. 

The Swedish government con- 
tinued its efforts to shore up its 
currency, which is outside the 
ERM but tied to the Ecu. Over- 
night lending rates to banks 
remained at 500 per cent, amid 
government concern about the 
effect of a devaluation on compa- 
nies that had made large borrow- 
ings in foreign currencies. 

Sweden’s centre-right govern- 
ment and the country's Social 
Democratic opposition agreed 
yesterday to try to negotiate an 
economic package of cuts to save 
the krona and calm the markets. 

In the British government bond 
market, short-dated bonds rose 
sharply on expectations that UK 
interest rates would move lower. 

Italian bond prices also rallied 
sharply, gaining up to IV, points, 
partly on the back of promised 
budget cuts by the government. 
But Irish and Spanish bonds fell 
on devaluation concerns, and 
German bonds on disappoint- 
ment about the absence of 
another rate cut 

The Bundesbank left the dis- 
count rate at S\-i per cent and the 
Lombard rate at 9 V, per cent, the 
rates to which they were reduced 
on Monday as part of the package 
which included a 7 per cent 
devaluation of the lira. 


year at 1992 levels. In a stern 
warning to potential opponents, 
Mr Giuliano Amato, the prime 
minister, stressed that the credi- 
bility of the government and the 
lira were linked to his budget 
plans. “We must restore to Ital- 
ians our own self-confidence and, 
for those watching from abroad, 
confidence in our country and 
currency", he said. 

The bulk of the savings will 
come from cuts in Italy's exceed- 
ingly generous state pensions 
system, already due to be 
trimmed under earlier revenue 
saving proposals. 

Under the latest scheme, the 
pensionable age will be raised 
from 60 to to 65 for men and from 
55 to 60 for women from 55. Fur- 
ther savings will come by freez- 
ing a 1.8 per cent pensions rise 
due in November, while next 


year’s increase in pensions will 
be linked to the rise in the cost of 
living, rather than to salary lev- 
els, which are normally higher. 

Salaries for 3m public sector 
employees due to re-negotiate 
their contracts nest year will be 
frozen at this year's levels. Only 
teachers, with a multi-year pack- 
age already sealed, will be 
exempted. There will also be a 
freeze on public sector hiring. 

In an attempt to win the grudg- 
ing support of union leaders, who 
were called in to see Mr Amato 
before yesterday's cabinet meet- 
ing, the government put forward 
measures to clamp down on tax 
evasion show th a t the bur- 
den was being spread fairly. 

Tax-dodging, rife among the 
self-employed, will be countered 
by introducing a form of •‘mini- 
mum tax" to prevent any self- 


employed individual from declar- 
ing an income lower than that 
of his employees. Free medicine 
and a variety of other public 
health benefits will be abolished 
for those earning more than 
L40m (about $32,000) a year, 
while extra charges are to be 
imposed on large cars, boats and 
aircraft. 

Mr Piero Barucd, the Treasury 
minister, said the measures were, 
for the first time in Italy, focused 
on cutting spending rather than 
raising income. In the past, ambi- 
tious revenue-raising proposals 
have been diluted in parliament 

Details of the package 
prompted some recovery in the 
lira, which had seen its value 
decline sink against the D-Mark 
yesterday. On the stock market 
prices made up part of the 
ground lost on Wednesday. 
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Question time: John. Major, UK prime minister, shouts replies to reporters after yesterday’s 
emergency cabinet meeting to discuss action and policy on sterling 

Major attempts to salvage 
UK economic strategy 


Continued from Page 1 

to close in London at DM2.6400. 

But the reversal of Wednes- 
day’s sharp rise in interest rates, 
and expectations of further rate 
cuts gave share prices their big- 
gest boost since the Conservative 
party's election victory in April. 

The FT-SE 100 share index 
closed up 105.6 at 2483.9 in one of 
the most heavily traded sessions 
on record. Equity dealers sensed 
that sterling’s effective devalua- 
tion and suspension from the 
ERM could slgrml a shift in UK 
government policies in the direc- 
tion of lower interest rates. 

Mr Lamont, who appeared in 
suprisingly resilient mood after 
the drama of Wednesday’s deval- 
uation, indicated that he wanted 
to make a series of assessments 
before deciding when and at 
what rate to take the pound back 
into the ERM. 

The most immediate would be 
the pattern of exchange after the 


results of the French referendum. 
But the Chancellor wants also a 
thorough examination by the 
European Community ot the 
effectiveness of co-operation 
between governments and cen- 
tral banks within the ERM. Such 
a debate would focus Inevitably 
on the obligations of the Bundes- 
bank in helping to defend weaker 
currencies in the system. 

Mr Lamont’s third concern is 
to get confirmation that German 
Interest rates - at the root of ster- 
lings problems in the ERM • are 
set firmly on downward path 
before firing a new rate for the 
pound against the D-mark. 

That suggests that the Trea- 
sury believes there may he scope 
for further small reductions in 
British interest rates over the 
next few months if the inflation 
rate continues to fall at the pres- 
ent rate. 

Mr Lamont denied that the 
decision to “suspend" sterling’s 
membership of the ERM repre- 


sented a formal decision to 
devalue. Bui there was convic- 
tion behind Downing Street's 
suggestion that it was possible 
that sterling could rise signifi- 
cantly before it was taken back 
into the ERM. 

Mr Major's aides were at pains 
to stress that every member of 
the cabinet had endorsed the 
decision to eventually rejoin. The 
aides were much less willing to 
say whether there had been a 
consensus on the timing. 

Some ministers were also rais- 
ing the question of whether Mr 
Major should re-examine the 
option of granting statutory inde- 
pendence to the Bank of England 
- an idea long favoured by Mr 
Michael Heseltlne. The aim 
would be to restore credibility to 
the government's anti-inflation 
strategy. But colleagues said that 
after his experience in recent 
days with the Bundesbank. Mr 
Lamont was disinclined to con- 
sider it as an immediate option. 


Montedison and Shell in plastics link 


By Haig Slmonlan in Milan and 
Paul Abrahams in London 

THE LARGEST restructuring of 
Europe's troubled petrochemicals 
chemicals industry during this 
recession was proposed yesterday 
by Montecatini. the chemicals 
subsidiary of Italy's Montedison, 
and Shell Chemicals, part of the 
Anglo-Dutch oil group. 

They announced a plan to 
merge their activities in polypro- 
pylene and polyethylene, both 
plastics feedstocks. The joint ven- 
ture would link Europe's two 
largest polypropylene makers. 

Montecatini, which also owns 
the Kimant chemicals group in 
the US, will Integrate all its poly- 
olefins activities into the new 
deal, while Shell, which already 
has some existing joint ventures 
in the field, will put in the major- 
ity of its businesses. 


Full details of the transaction, 
which will create a unit with esti- 
mated annual sales of $3.5bn, 
have still to be settled. 

The deal depends on approval 
from the European Commission. 
The Commission is likely to be 
more worried about the implica- 
tions for the European polypro- 
pylene sector than the polyethyl- 
ene industry. 

Shell has a European capacity 
of about 550.000 tonnes of poly- 
propylene a year, excluding a 
joint venture with Germany's 
BASF, according to Mr Jeremy 
Chantry, a chemicals analyst at 
Kleinwort Benson. 

In Europe, Montecatini can pro- 
duce about 500,000 tonnes a year. 
Together they would have about 
20 per cent of the European 
capacity, which is about 5ro 
tonnes this year. 

The new venture is expected to 


have worldwide capacity of 3m 
tonnes of polypropylene and 
500,000 tonnes of polyethylene. 

The move made strategic sense, 
chemicals consultants said, and 
Himonfa polypropylene technol- 
ogy was the best in the world. 
The Italian group is short of pro- 
pylene and Shell has excess pro- 
pylene capacity. 

The transaction should help 
both companies cut costs in a 
sector of the petrochemicals busi- 
ness which has been suffering 
from growing over-capacity and 
plunging product prices. 

Two new European polypropyl- 
ene plants have come on stream 
this year, one owned by Exxon of 
the US, the other by Belgium's 
Solvay. They have added capacity 
faster than demand, weakening 
prices. Only the most efficient 
plants are making a return on 
capitaL 


“This is only the first part of 
the restructuring of the Euro- 
pean petrochemicals sector," said 
Mr David Glass of Chem Systems, 
the chemicals consultants. "Most 
of the Industry is losing its shirt 
The number of polypropylene 
producers needs to fall from 
about 17 at present to 12." 

BASF has said It had held 
internal discussions whether to 
buy Imperial Chemical Indus- 
tries’ polypropylene business. 
The move would make sense as 
ICI uses BASF's technology. 

Teaming up with a partner like 
Shell would be a boost for Mon- 
tecatini 's innovative, but still 
largely untried, polyethylene 
technology. Montecatini cur- 
rently produces around 2.2m 
tonnes a year of polypropylene 
and 500,000 tonnes of polyethyl- 
ene, while Shell makes 1.2m and 
500,000 tonnes respectively. 
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THE LEX COLUMN 

Inflated hopes 


No investor likes to miss a turning 
point So it was not surprising to see 
institutions piling in to UK equities 
yesterday. But it is worth pausing to 
examine where we are before making 
too many assumptions about the 
fhture. Base rates, after all, are at 
exactly the same level as at the end of 
last week. In the meantime, the effec- 
tive devaluation of sterling, as mea- 
sured by the Bank of England's trade- 
weighted Index, has been. less than 6 
per cent That combination is scarcely 
enough to produce 0.75 percentage 
points of extra growth in a full year. 
The August unemployment figures 
may now be merely a footnote in his- 
tory but they were a reminder of quite 
how bleak the starting point for that 
boost bad become. 

The 105-point rise in the London 
market can only be justified on the 
basis that Interest rates will now Call 
further. Similar assumptions are being 




end was up between two and three 
points yesterday while long-dated 
paper fell sharply on worries about 
resurgent inflation. The attraction of 
further rate cuts is plain. They would 
pave the way for some badly needed 
growth. That would make some sense 
out of the devaluation and take the 
heat out of the recall of parliament 
and what promises to be a painful 
Tory party conference. 

That the government chose initially 
only to bring rates back to 10 per cent, 
however, suggests it may not be in 
much of a hurry. Perhaps it still hopes 
forlornly for speedy reentry to the 
system. Perhaps it wishes to retain 
some vestige of anti-inflation credibil- 
ity. Even outside the system, the UK 
never manage rates below those of 
Germany for long. Investors who are 
betting on a dash for growth could yet 
be in for a disappointment 

Reed/Elsevier 

The cheering of City analysts at the 
merger of Reed and Elsevier will cer- 
tainly be echoed by Reed's sharehold- 
ers. Elsevier’s secure revenues from 
scientific publishing contrast starkly 
with Reed’s exposure to consumer 
advertising. By merging, Reed share- 
holders have gained access to Elsev- 
ier's high-quality earnings flow in 
return for giving up some of their 
potential profits from any cyclical 
advertising upturn. Given that recov- 
ery still seems far away, that looks 
like a good deal for Reed, though it is 
at least partly discounted by yester- 
day’s 45p share price rise to 53lp. 


FT-SE Index: 


Guinness 


relative to the 
re and Disfflters Index 
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The deal creates a large group with 
strong finan ces which put It in a good 


Official Airlines Guide may be a natu- 
ral purchase to go with Reed's travel- 
related businesses. Together the com- 
panies can invest more heavily in elec- 
tronic publishing and they may be 
aide to cross-market some products. 
But there are relatively few cost 
savings, and it has yet to be proved 
that the strategic benefits will follow. 
It is questionable, for example, 
whether Elsevier's strength as an up- 
market European publisher will help 
Reed overcome its difficulties in 
breaking into the continental con- 
sumer ma gagiTiB market 

The marriage of a growth company 
with good earnings to a partly-cyclical 
stock also looks slightly odd at a time 
when companies such as ICI are 
breaking up to avoid the growth aide 
of their business being rated as a 
lowly cyclical. Reed and Elsevier 
argue that the merger is worth at least 
the sum of its parts and offers oppor- 
tunity for the future. They must hope 
that the markets do not come to think 
that two plus two equals three. 

RMC Group 

Anyone tempted to get carried away 
by the link between financial markets 
and the real economy should listen 
carefully to RMC. Sterling’s devalua- 
tion will obviously boost the impact 
on translation of German profits in 
the second half; but Judging by yester- 
day’s interim trading statement there 
is no quick fix to continuing overcapa- 
city and price pressure in the UK. If 
aiiythiog, there is a danger that the 
illusion of instant recovery wiU 


encourage weaker competitors to 
delay difficult closure decisions, 
thereby prolonging the agony. • 
One can sympathise with RMls 
de ter minat ion to hang on to its con- 
crete market share on the grounds 
that ft should be a long term winner 
refusal to dose plants will neverthe- 
less keep the squeeze on margins in 
the short term. There is a similar 
obduracy about aggregates, of a kind 
which can only mike the likes of Tar- 
mac, ECC and Evered Bardon wince. 
Besides the problem of surplus capac- 
ity, any help to volumes from interest 
rate cuts over the next 18 months will 
more likely be offset by lower 
infrastructure and commercial prop- 
erty activity. , , 

TTie encouraging bit is that RMC has 
experienced no slowdown yet in Ger- 
many. which accounted for more than . 
50 per cent of operating profits in the 
first halt The outlook for next year, 


where in Europe Spain and {to a lesser 
extent) France are flagging- At their 
current level - up 34p at 443p - the 
shares are only for genuine long ter- 
mists. 

Guinness 

Guinness, as they say. is good for 
you. But not quite as good as before 
yesterday’s interim figures. A rise of 
only 1 per cent in pre-tax profits sug- 
gests the market was right in worry- 
ing about whether Guinness could 
continue to outperform. There can be 
no definitive answer till after the 
recession. Some of Guinness* problems 
are clearly a reflection of the cycle. In 
Japan, for example, sliding demand for 
premium spirits has been compounded 
by de-stocking In the distribution 
chain. The first half saw a higher 
interest charge. That should be offset 
in the second half by profits from 
recent acquisitions which are skewed 
towards the end of the year. 

Still, the easy growth in spirits is 
probably over, and margins are virtu- 
ally fiat at 31 per cent The US reor- 
ganisation following the Glenmore 
acquisition will take time to bear fruit 
Similarly, though margins are grow- 
ing in beer, the work of absorbing 
Union Cervecera is not complete and 
demand In the Spanish market 
remains weak. Given the company’s 
own caution, it is hard to see why it 
should trade on a signficantly higher 
multiple than Grand Metropolitan or 
ADifid-Lyons, though it has scope to 
continue raising dividends foster than 
earnings. 
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Christies cut* dividend 

Christies International, 

which owns Christie's 
the auction house, 
slashed its Interim divi- 
dend.lrom 2.3p to O.Sp ' 
yesterday. Mr Christo- 
pher Davldge, managing 
director, said in March 
the lower level of divi- 
dends. were a base for 
the future.- yesterday he 
r - .. . ' said: “We are living in 
uncharted territory”: Page 27 


Royal. wtiobiM for energy staff 



On Sunday evening King Carlos of Spain will 
welcome 4,000 representatives of the energy 
business to Madrid tor the World Energy Con- 
gress. The WEC will have a comforting mes- 
sage. Even the most conservative estimates 
suggest there Is sufficient oil for more than 40 
years, gas for more than 50, and coal and lig- 
nite for centuries. Page 38 - 


Simon says the grass is greener 

Four years, after first touting Itself as an envi- 
ronmental stock. a label which lifted its shares 
to a 40 per cent premium to its sector at one 
stage. Simon Engineering of the UK has . . 
decided the grass Is greener elsewhere. The 
company is puttln£|ts main environmental 
businesses up for sale. Page 29 

.... 7 Jl# ..•••••■ 

Currency mintes affects issues 

..The “safe haven" .infraction of the Swiss cur- 
rency during the current turbulence in the 
.European Monetar£System prompted Bectri- 
dte: de France’ to bftng * SFflOQnr ($79.3m) 
offering. ElseWtfereaJP JHgrgan Securities said 
the pric1ng^ofS|iufCS$!fJ9ui swfan-yaar Euro- 
bond; launched on Wednesday^ has been 
deferred to Tuesday The market was not sur- 
prised by the decSSoi- foflowihg the failure to 
attract investor interest fn the light of upheaval 
in European financ ted. markets. Page 25 
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Lufthansa moves off 
the sidelines 

Lufthansa’amoveto acquire Continental may 
look odd troro an airline which has traditionally 
shunned thepurchase of stakes In other air- . . 
lines, and -teitoe more surprising since Luft- 
hansa is in-the throes-pf scaling back some 
operations. Kit tt clearly felt It could no longer 
sit onthesktollnea.'Psgs 23 


Finance minister urges houses to regain investor trust by making market more ‘transparent and fair’ 

Japan’s brokers see no profits next year 

By Robert Thomson In Tokyo all [of which m cu tting stoft four bbokebs rare that relaxed regulations for- meat and are likely to announa 

Two other members of the Big Tn < b tnu rulin BROKERS ring them to rtisHos p notentmllv further staff cuts and branch clo 

JAPAN’S 14 leading securities Four, Daiwa Securities and forecast to 992 Sanassine appraisaflMe^Qn sSre 

against tho same period 1991 in Ybn 

Operating Pre-tax AHei 


By Robert Thomson In Tokyo 

JAPAN'S 14 leading securities 
houses do not expect to make a 
profit for the first half of 1992-93. 
prompting Mr Tsutomu Haia, the 
finance minister, to urge the 
Industry to reform itself in order 
to regain investor confidence. 

Nomura Securities, the largest 
of Japan's Big Four houses, 
revised its pre-tax profit estimate 
down from Y20bn ($160m) to zero 
for the six months ending Sep- 
tember, and said it expected an 
after-tax loss of Y7bn, its first 
since 1954. 

Weak stock prices and low 
turnover also braised the coun- 
try's 20 second-tier brokerages, 


LVMH 
advances 
in slowing 
market 

By Alice Rawsthom in Paris 

LVMH, the French luxury goods 
group which owns a string of 
prestige brand names ranging 
from Louis Vuftton luggage to 
Hennessy cognac, saw net profits 
rise by 7 per cent to FFrL29bn 
(«239m) from FFrl^Xbn in the 
first half of the year in spite of 
the downturn in the luxury prod- 
ucts industry. •• 

The global market for luxury 
goods, which benefited from 
buoyant growth for most of the 
1980s, has slowed. 

it has suffered from the eco- 
nomic instability of its markets, 
notably the US and Japan, and 
from changing consumer atti- 
tudes in western Europe against 
the conspicuous consumption of 
the 1980s. 

These problems have affected 
some areas of LVMETs activities, 
particularly its wine and spirits 
interests. Guinness, the .interna- 
tional drinks group, has a 24 per 
wnt yteto* In the company. 

LVMH said yesterday the 
weakness of the Japanese econ- 
omy hit sales of luggage and 
cognac in that country. 

LVMH, one of the big players 
in the champagne industry, has 
also suffered from the sluggish 
state of the champagne market 
in western Europe. 

The group, which is chaired by 
Mr Bernard Arnault, one of 
France’s most dynamic business- 
men, saw overall group sales in 
the first six months of this year 
rise by 4^ per cent to FFr9J08bn 
from FFr9.26bn in the same 
period last year. 

Operating income showed a 
marginal increase to FFr2 .35bn 
from FFr2 .34bn 
Wines and spirits, which have 
borne the brunt of the economic 
slowdown, suffered a fall in sales 
to FFr4.44bu from FFr4.76bn 
while operating profits slipped to 
FFrl.26bn from FFrUSlbu. 

LVMH, which has refused to 
comment on speculation that it 
has extended its drinks interests 
with a 7 per cent stake in Grand 
Marnier liqueur, said cognac 
sales in Japan had shown a small 
recovery during the summer. 

Lnggfige and leather products 
were also affected by Japan's 
instability, but managed to 
increase operating profits to 
FFrittOm from FFr827m on sales 
up to FFr2^3bn from FFr2. 15bn, 
Perfumes and cosmetics bene- 
fited from the launch of Dune, a 
new Christian Dior fragrance, 
and Amarige, under the Given- 
chy umbrella. 

Sales rose to FFrtL54bn from 
FFriLOSbn and operating profits 
to FFr330m from FFrl21m. 

LVMH earlier this week 
relaunched Miss Dior, one of Its 
classic scents. 

Guinness, Page 22 


all of which are cutting staff. 

Two other members of the Big 
Four, Daiwa Securities and 
Nikko Securities, forecast no pre- 
tax profits, white Nikko expects 
an after tax loss of Y50Qm, com- 
pared with a profit of Y1.2bn last 
year. Yamaichl Securities expects 
a pre-tax loss of Y18bn and a net 
loss of Y17bn. its second succes- 
sive year of losses. 

Yesterday's downward revi- 
sions camp in spite of confidence 
in April that the worst of the 
turmoil in the Tokyo market was 
over. Brokers had forecast a daily 
average trading value of Y350bn 
to Y400bn, but the figure until 
August was around Y240bn. The 
Industry now expects stock bro- 


AAer tax 


Nomura 

Daiwa 

Nikko 

Yamalchi 


kerage commissions for the first 
half to be about 35 per cent lower 
than a year earlier. 

Since emergency support mea- 
sures were announced last month 
the market has gained strength 
and brokers hope this is a sign 
that flflmfwgc will improve in the 


Revenue 
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1992 

1991 
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second half. For the frill year, 
Nomura forecasts a pre-tax profit 
of Y20bu, down from a previous 
estimate of Y60bn; Daiwa Y12bn 
(Y50bn); Nikko Y15bn (Y47bn); 
and Yamalchi Ylbn (YSObn). 

The brokers plan to take 
advantage of the emergency mea- 


sure that relaxed regulations for- 
cing them to disclose potentially 
embarrassing appraisal losses on 
their securities portfolios. All the 
houses said they would not 
announce these figures. 

Mr Hata, who introduced the 
emergency package, said the bro- 
kers must regain the trust of 
individual investors by making 
the market more "transparent 
and fair". He said the industry 
must prevent a repeat of the 
scandals that undermined inves- 
tor confidence, and continue 
their streamlining programmes. 

While the Big Four continue to 
struggle, most of the 10 leading 
second-tier brokers face an even 
more difficult trading environ- 


ment and are likely to announce 
further staff cuts and branch clo- 
sures before the year Is out 

All 10 houses have forecast 
Brsthaff losses, and only Hoku- 
sai Securities, which has had par- 
ticular success in bonds and 
derivatives, expects a full-year 
profit, a modest Y2J5bn before tax 
and Y2bn after tax. 

The largest pre-tax losses for 
the first half are expected at New 
Japan Securities, Y19.2bn; Kan- 
kaku Securities, Yl8bn; and 
Sanyo Securities, Y16.4bn. Yama- 
tane Securities, now arguing 
with its hanks over the funding 

of its restructuring, forecast a 
pre-tax loss of YS.lbn, compared 
with a loss of Y2JHm last year. 


A marriage of two rich families 


Matchmakers behind Reed Elsevier 
say it will be in top five of world’s 
publishing groups, write Raymond 
Snoddy and Ronald van de Krol 


E lsevier, the Dutch pub- 
lisher which is to merge 
with Reed International, 
the UK publisher, has been 
looking for an English-speaking 
partner for years. 

The company, the most profit- 
able Dutch publisher and the 
world's leading publisher of sci- 
entific journals, was as big as it 
was going to get In Holland. The 
only way forward was through 
acquisition or marriage. 

“Stringing little pearls into a 
necklace with £10m [$18m] to 
£30m acquisitions can take 
years." said Mr Pierre Vinken, 
Elsevier chairman who will, if all 
goes well, become chair man of 
the united company Reed Elsev- 
ier on January 1, 1993. 

It will be a company with a 
combined market capitalisation 
of £5.2bn or FI lG^bn. Mr Vinken 
and Mr Peter Davis, the Reed 
chairman who will be chief exec- 
utive and deputy chairman, 
believe the new company will be 
in the top five of the world's pub- 
lishing and information compa- 
nies: third behind Time Warner 
and Dun & Bradstreet on market 
capitalisation; on cash flow, fifth; 
but on pre-tax profits it will be 
number one. 

Talks with Reed go back to the 
early 1980s. There were serious 
talks about a merger in 1987 but 
Mr Davis said yesterday “some- 
how we couldn’t make it fly". 

Then the late Robert Maxwell 
bought 10 per cent of the shares 
in Elsevier before realising that 
they did not come with voting 
rights. 

In September 1988 Pearson, 
owners of the Financial Times, 
announced an “engagement lead- 
ing to marriage". Both companies 


Share prices relative to local stock markets 
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RMC fall held to 11% by Germany 


By Andrew Taylor, 

Construction Correspondent 

A 26 PER cent rise in German 
profits during the first six 
months of this year was not 
enough to offset an even greater 
foil In British profits, RMC 
Group, the world's biggest con- 
crete producer said yesterday. 

Overall group pre-tax profits 
fell 11 per cent to (511 Om) 

in spite of a 9 per cent rise in 
tu r nov e r to £l.4bn. 

The group said the disparity 
between the strength of the Ger- 
man and British . businesses 
underlined the wide gap between 
the economic performance of the 
two countries, particularly their 
construction markets. 

German profits rose from 
£32Jm to £40-5m accounting for 
half of group operating profits of 
£80.6m, compared with £86.6m 


last time. This was using an 
exchange rate of DM2.90. The 
sterling contribution from Ger- 
many would have been even 
higher If current exchange rates 
had been used, said Mr Jim 
Owen, managing director. 

By comparison, British profits 
fell more than half to £S.8m 
accounting for slightly more than 
a tenth of group operating prof- 
its. 

The group is to pay a main- 
tained interim dividend of 6.6p 
which was almost twice covered 
by earnings of 12.1p, down from 
15J>p. Its shares rose 34p to close 
at 443p as UK stocks soared yes- 
terday. 

There was no sign of recovery 
In the UK construction market, 
said Mr Owen. 

He expected British sales of 
ready-mix to fell 5 per cent next 
year with UK construction out- 


put unlikely to recover until 1994 
at the earliest 

German construction by com- 
parison remained strong and 
earnings in the second half of 
this year were expected to be 
every bit as good as the final six 
months of last year. 

Mr Owen said a fall in con- 
struction output in western Ger- 
many next year would be more 
than compensated for by higher 
investment in infrastructure in 
the former East Germany. 

Profits from other European 
countries in the first half dipped 
from £28. 6m to £23^m due mainly 
to lower sales in France and 
Spain. Profits from Israel how- 
ever were higher while there was 
also an improvement in south 
eastern parts of the US. Lonestar 
cement operations however suf- 
fered in northern California. 

Lex, Page 20 


took stakes in each other but in 
less than three years it was all 
off mainly because the two com- 
panies had grown mutually 
incompatible as the pound fell 
against the guilder and the Elsev- 
ier share price grew faster than 
Pearson. 

Yesterday Mr Vinken said: 
“Anyone would go for a marriage 
of two rich families and let them 
sort it out” 

The practical sorting out 
should not be that difficult “No 
cash, no premium, no dilution,” 
pointed out Mr Davis, who will 
take over as chairman of the 
united company in 1995 when Mr 
Vinken retires. 

Reed and Elsevier will each 
have 50 per cent of a new holding 
company while each operating 
business will retain separate 
stock market listings. But 
because Reed has a larger capital- 
isation than Elsevier, it will 
receive a significant minority 
stake of in the Dutch company. 

For Reed the merger achieves 
two of its main strategic aims - 
a much stronger presence in 
Europe, and in high value sub- 
scription-based information pub- 
lishing such as scientific jour- 
nals. 

For Elsevier, it is a chance to 
extend to areas where Reed Is 
strong such as business and con- 
sumer publishing. 

Mr Eric de Bellaigue, publish- 
ing analyst at stockbrokers Pan- 
mure Gordon, said yesterday he 
thought the merger held “reason- 
able promise" for Reed as they 
were buying into higher value 
publishing. 

“It looks less advantageous for 
Elsevier," he added. 

Elsevier may be moving into 



Full engagement: Pierre Vinken (left) of Elsevier meets Peter Davis from Reed 
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areas such as business and con- 
sumer publishing which are 
dependent on volatile advertising 
revenues. But the Dutch com- 
pany is malting its deal at the 
low point of the cycle and a more 
important factor in the longer 
term is the financial clout the 
combined group could bring to 
the rapidly developing technolo- 
gies of electronic publishing: 

The combined company will 
also carry clout as a predator if it 
choses to go on the acquisition 
trail 

Official Airline Guides, one of 
the US businesses bought by Rob- 
ert Maxwell, could be an early 
target because Reed is already in 
travel information. 

“We are the logical buyer but 
not the logical people to pay a 
premium." Mr Davis said. 

Reed and Elsevier will continue 


to operate as separate companies. 
Two businesses will be combined: 
the buslness-to-buBlness maga- 
zine publishing activities of 
Elsevier and Reed in the US; and 
the scientific publishing business 
of Butterworth Heinemann will 
be combined with the much 
larger Elsevier Science Publish- 
ers, which includes Pergamon 
bought from Robert Maxwell last 
year. 

E lsevier’s shares fell nearly 
10 per cent to FI 105.20 on 
the news of the merger, as 
investors acted on worries that 
the combined group would be 
more vulnerable to the vagaries 
of the business cycle than Elsev- 
ier has been on its own. 

Concern about future profits at 
Elsevier is acute because of the 
company's good record over the 


past 10 years, when earnings 
have shown compound growth of 
more than 15 per cent per year. 

“In a ‘bad’ year Elsevier posts 
growth of only 10 per cent and in 
a ‘good’ year ft exceeds 20 per 
cent," a Dutch analyst said. 

In turn Reed has been produc- 
ing operating margins of more 
than 16 per cent in spite of the 
recession. 

At Reed's London headquarters 
yesterday all was harmony over 
the future prospects for the 
world’s latest Anglo-Dutch multi- 
national 

Lord Blakenham, chairman of 
Pearson, even sent his good 
wishes. “I wish them well," he 
said. Asked if there was not any 
regret that it was Reed and not 
Pearson consumating a merger, 
Lord Blakenham added: “Size 
isn't everything." 
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Saint-Gobain net profits 
rise 9.8% to FFrl.35bn 


By Alice Rawsthom In Paris 


SAINT-GOBAIN. the French 
glass and materials group, saw 
net profits rise by 9-8 per cent 
to FFtlJSIm (*210. 18m) in the 
first half of the year, compared 
with FFrl-22bn in the same 
period last year. 

The group benefited from the 
acquisition of Oberland, the 
German glass maker, last year. 

Oberland's contribution 
helped to offset the sluggish 
state of the international bufld- 
ing materials market, which 
has been hit by the slowdown 
in the construction industries 
In North America and western 
Europe. 

Turnover rose by 3.8 per cent 
in the interim period to 
FFr38. 77bn from FFr37.41bn, 
and operating profits increased 


to FFz3.69bn from FFr3 -58bn. 

Income from Industrial 
investments fell to FFi2-14bn 
from FFriLCTbo, while income 
from financial investments 
fell to FFrl.OBbn from 
FFrL34bn. 

The glass treatment divi- 
sions showed growth during 
the first although Saint- 
Go bain’s construction materi- 
als interests suffered from 
slowdowns in North America 
and Brazil. 

The group's paper aud 
reinforced fibre businesses 
were hit by a Ml in prices. 
Ceramics were affected by the 
problems of the capital goods 
sector. . , 

Originally the group had 
hoped to reduce its debt-to- 
equity ratio from 56 per cent 
Last year to about 40 per cent 


by the end of this year. 

However Mr Jean -Louis 
Bella, chairman, warned 
aa r8«r this year that it would 
be unable to achieve its 
target. 

The debt/equity ratio fell to 
55 per cent on net debt of 
FFr20.3bn at the end of the 
interim period, from 62 per 
cent on FFr2L9bn at the same 
point in 1991. _ 

• Clarins, the French skin- 
care products manufacturer, 
yesterday announced a 20 per 
cent increase in net profits to 
FFrlSOm from FFT108J2m in the 
first half of the year. 

Clarins said that it still 
hoped to achieve its aim of 15 
per cent growth for the year, 
in spite of the difficult state 
of the international market- 
place. 


Guinness 
profits flat 
due to tough 
conditions 


RVI first-half losses rise to FFr437m 


By WHUam Dawkins Hi Paris 


By Jane Fuller In London 


Legal & General returns to profit 


By John Authors In London 


LEGAL & GENERAL, the life 
assurance group, called for the 
UK to stay outside the 
exchange rate mechanism of 
the European Monetary Sys- 
tem yesterday as it reported a 
return to profits. 

first-half pre-tax profits were 
£74m, compared to a 
loss of £56. lm a year 
earlier. 

The turn round was due 
mainly to exceptional gains 


and sharply lower losses from 
general Insurance. 

It is paying an unchanged 
interim dividend of 6-13p. 

Mr David Prosser, chief exec- 
utive, said 8 per cent base rates 
would be more realistic. 

“Having moved down to 10 
per cent we have the benefit of 
lower sterling. I personally 
think this is an opportunity to 
take sterling even lower," be 
said. 

Analysts, who were in gen- 
eral guarded in their response 


to the results, said Legal & 
General was strongly exposed 
to economic uncertainty, 
because of of both its mortgage 
guarantee and investment 


Mr Roger Harvey, of Klem- 
wort Benson, pointed to their 
exposure to the housing mar- 
ket, and said: “One of the prob- 
lems for them is that the fac- 
tors which most influence their 
profits are out of their 
control.” 

Details, Page 24 


Frans Maas up 
6% to FI 118.5m 


French banks’ profits flat 


KONTNKLUKE Frans Maas 
Groep, the Dutch international 
transport company, reported 
first-half net profits up 6 per 
cent from the year earlier 
period, to FI 118.5m (|70.86m) 
from FI 117.5m in the corre- 
sponding period last year, 
AP-DJ reports from Amster- 
dam. 

The company said profit was 
bolstered by higher sales and 
better operating margins in its 
network services and logistics 
services areas. Sales grew 6 per 
cent to FI 675.3m from 
FI 634.6m, in spite of weaker 
turnover in its freight and 
transport services division. 


THE SLUGGISH state of the 
French banking sector was yes- 
terday hi ghlig hted by flat first- 
half profits from two banks, 
Credit du Nord and Banque 
Fransaise de Commerce Exter- 
leur, writes Alice Rawsthom. 

Credit du Nord, the retail 
banking arm of the Paribas 
pmanrial group, broke even in 
the first six months of 1992 
with a fall in net profits to 
FFrl.8m ($330,000) from 
FFr103 An in the same period 
of the previous year. 

Net banking income rose by 
10.7 per cent to FFr3bn and 
gross profits increased by 14J5 
per cent to FFribn. However, 
an increase in provisions from 


FFr590m to FFr804m ensured 
that net profits feU 

Credit du Nord said it was on 
course for an increase in prof- 
its for the full financial year 
nniogg the economic environ- 
ment deteriorated. 

Nord-Est, an industrial hold- 
ing company also owned by 
Paribas, returned to the black 
in the first half with a net 
profit Of FFr568m, compared 
with a loss of FFr25m in the 
first six months of 1991. 

Banque Francaise du Com- 
merce Bxtdrieur held net prof- 
its at FFrl03m during the first 
half and said that it antici- 
pated an increase in profits for 
the fan financial year. 


TOUGH conditions in 
important markets and higher 
interest costs made for flat 
interim profits at Guinness, 
the international drinks 
group. 

Sir Anthony Tennant, chair- 
man, said: “Recession remains 
obstinately present in many 
major markets." As a result, 
growth in the group, with 85 
per cent of sates outside the 
UK, would not match that of 
the recent past (Pre-tax profit 
more *n«n doubled between 
1987 and 1991.) 

Pre-tax profit inched ahead 
to £853m, compared with 
£350m, on sales op 5 per cent 
to £L75bn. 

Trading profit advances of 7 
per cent in spirits and 16 per j 
cent in brewing were offset by ' 
£30m of extra Interest pay- 
ments related to acquisitions. 

Sir Anthony said profits of 
the companies purchased were 
biased towards the second 
Half. Profits would also be pro- 
tected by cost-cutting. 

As a show of confidence in 
the group’s longer-term pros- 
pects, the interim dividend 
was pushed up 10 per emit to 
3.35p. This was covered 3.8 
times by diluted earnings per 
share of I2.6p, up from UL3p- 
The spirits division, United 
Distillers, increased trading 
profit from £283m to £303m on 
sales of £98 lm, up 6 per cent 
This Included £4m profit and 
£95m sal e* from acquisitions 
mad* in the second half of last 
year. Including Gtemnnre Dis- 
tilleries In the US which 
allowed rationalisation of the 
group’s US operation. 

Mr Anthony Greener, chief 
executive and chairman desig- 
nate, said there had been a 
downturn in Japan “in the 
high end of the bar trade" 
because of cuts in corporate 
entertainment. The UK spirits 
market fell 10 per cent 
The contribution from 
LVMH, the French luxury 
goods group in which Guin- 
ness has a 24 per emit stake, 
fell from £44m to £40m 
because of increased interest 
costs following tiie conversion 
of loan stock. 

Lex. Page 20; LVMH. Page 21 


MI NORCO 


Preliminary announcement of results for the year to June 30, 1992 


“Minorco increased its earnings and dividend 
despite difficult business conditions while continuing its 
transformation, through acquisitions and restructuring, 


into a natural resources operating group. 




\PA/\ lAA/JUfi''' * 

J. Ogilvic Thompson, 


Chairman 


■■■ amings before extraordinary items 
13 up 6% to US$206 million (1991: 
US$193 million). 


FOR THE YEAH TO JUNE 30 


■■ ividend up 6% to 54 US cents 
ISI per share, the seventh consecutive 
ann ual increase. 


USS millions: 


■M pe rations and treasury generated 
ISI cash of US$319 million of which 
US$154 million reinvested in the 
business. Acquisitions and investments 
absorbed US$308 million. 

■a 0 od operating performances from 
ISI subsidiaries with record production 
of gold at Independence and copper at 
Hudson Bay. 

■m jth the acquisition of an additional 
Km German quarry and two operations 
in the UK, Minorco has established the 
core of a European industrial minerals 
division. 

■g f oss cash resources currently stand 
ISI at us$1.8 billion. 


Earnings before 
taxation 


Earnings before 
extraordinary items 


Net cash provided by 
operating activities 


Capital expenditure 


Acquisitions and 
investments 


USS per share: 


Pgminp before 
extraordinary items 


Dividends declared 


1992 

1991 

1,667 

771 

253 

244 

206 

193 

319 

176 

154 

46 

308 

175 

1.22 

1.14 

€.54* 

0.51 


•recommended by director* and subject to shareholder approval 


FMAL DIVIDEND 

The propoml Anal dividend fat die year to June 30. 1992 of 36 US eenn a payable on Nowsnbcr 17, 1992 10 
dmrhoJden of record on October 9. 1992. 

The annual report will be m»led to daraboUets on or about October 8, 1992. Copies may be obtauied from rhe UK 
mmfcr a pmc Hardly* Rcpanz*. liomw Home. 34 Beckenham Road. Beckenham. Kent UR3 4TU. England. 


MINORCO 


RENAULT Vdhicules 
Industriels (RVI), the strug- 
gling French state-controlled 
track maker, yesterday 
announced far worse than 
expected losses, in spite of a 
reduced deficit at Mack, its US 
subsidiary. 

Pre-tax losses at RVI rose to 
FFi437m ($90ASm) in the first 
six months of the year. This 
was nearly three arid a half 
times the FFrI28m loss it made 
In the first half of 1991, before 
a FFrl56m extraordinary con- 
tribution from its acquisition 
of the outstanding majority 


gtafce in Mack, for which RVI 
paid less than it had provided 
for. 

RVI is unlikely to make an 
overall profit this year, after 
the email FFr23m net surplus 
it reported in 1991, warned Mr 
Marc Randon, group sec- 
retary -general. 

He attributed the setback to 
a in European sales, 

down 13 per cent against the 

first half of last year and 32 per 
cent below the levels achieved 
in the first six mouths of 1990. 
Those figures exclude Ger- 
many, where three quarters of 
the market is contr olled by the 
national truck industry. 


RVI group sates fell by 3.4 
per cent to FFrl3J36bn from the 
FFrl3£8bn reported in the first 
half of 1991, on which operat- 
ing losses rose to FFr30lm 
from FFrlQ&n. 

Over the same period, 
restructuring costs climbed to 
FFrl36m from FFr22m, because 
of the 1,000 French job losses 
announced last April. 

RVI waned that more cost 
cuts would be needed, 
although it planned to hold urn 
research and development bud- 
get at current levels and to 
invest in enlarging its sales 
networks, especially in north- 
ern Europe. 


RVTs European br anch saw 
a plunge in operating profits to 
FFriSlxn from FFr484m, white 
Mack reduced its operating 
losses to FFr83m from 
FFrl02m. 

The US truck market -was 
showing gigr™ of recovery* out 
intense price competition was 
affecting the profits of all pro- 
ducers there. Mr Randon said 
the objective was to return toe 
US subsidiary to break-even by 
1994- 

RVI is 55 per cent owned by 
Renault, with the remaining 45 
per cent held by AB Volvo, par- 
art company of the Swedish 
automotive group. 


Philips details plans for launch 
of digital compact cassette 


DSM in negotiations to buy 
Bristol-Myers Squibb unit 


By Ronald van de Krol 
In Amsterdam 


PHILIPS, the Dutch electronics 
company, said that its long- 
awaited new audio product, the 
digital compact cassette (DCC), 
will be launched in Japan next 
week and in four European 
countries in toe second half of 
TliftiXt mont h. 

The company had originally 
planned a worldwide launch 
for this month, but was forced 
to postpone due to what it 
described as minor problems In 
pilot production of the new 
DCC player. 

philips said US sates of DCC 
will start in toe first week of 
November. It confirmed earlier 
statements that the initial 
European launch in the second 
hair of October will focus on 


Britain, the Netherlands, 
France and Germany. 

The DCC player that is to go 
on sate in Japan on Monday 
will cost the equivalent of $799. 
This suggested retail price will 
«isn be adopted in the US and 
Europe. 

Philips, which is counting on 
the product to help re vive its 
na g gin g consumer electronics 
business, will face head-on 
competition from a rival prod- 
uct, the Minidis c, which has 
been developed by Sony of 
j apan and which is scheduled 
to reach shops in key interna- 
tional markets in November. 

The DCC. unlike an earlier 
Philips invention, the compact 
disc (CD), is recordable. The 
company said yesterday that a 
90-minute blank tape will cost 
S9.99. 


By Paul Abrahams 


DSM, the Dutch chemicals 
group, is In negotiations to buy 
fine chemicals business of Bris- 
tol-Myers Squibb’s German 
subsidiary. DSM did not dis- 
close terms or the sates figures 
of the businesses to be 
acquired. 

The operations DSM plans to 
acquire involve toe manufac- 
ture of intermediates for anti- 
biotics. cardiovascular drugs 
and diagnostic agents. 

The fine chemicals fac i liti e s 
at Regensburg, Germany, 
would be incorporated into 
DSM's Andeno fine chemicals 
division, the company said. 
Pharmaceuticals production at 
Regensburg would remain part 
of Bristol-Myers Squibb. 

The move is part of a trend 


tor pharmaceuticals g roups to 
dispose of non-core activities. 
Cfaf»TT <ralB groups have been 
anxious to acquire fine 
chemicals and speciality 
activities, ■* _ . 

DSM has recently launched a 
corporate strategy called Dai 
2000 aimed at focusing the 
group’s operations. 

The company announced last 
month it planned to sail the US- 

operations of Plxley Richard* 
its plastics moulding ana 
assembly subsidiary. 

The company is also under- 
stood to be looking for a part- 
ner for its European fertiliser 
business. 

B is Europe’s seventh-largest 
nitrogen fertiliser producer, 
and operates two Dutch ammo- 
nia plants with more than lm 
tonnes a year capacity. 


VENTURE CAPITAL 


The FT proposes to publish this survey on 

If von would like to reach the Financial Times audience, which includes the hig 
readerehipkl Europe oHienior business executives within finance and accountmg*, pi 

contact. Richard Huggins 

Tel: 071-873 3688 
Fax: 071-873 3078 
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Data source:* Europeon Business Readership Survey 1991 
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For an up-to-the-minute view of the 
European bond markets, all you need is 
J.P. Morgan’s 10-year benchmark screen. 


On Reuters screen MEUR, J.P. Morgan puts its European regional presence 
and primary dealerships to work for investors and money managers who need 
a comprehensive view of activity in the major European bond markets. Updated 

continuously, MEUR offers prices, yields, and spreads over the benchmark 

U.S. Treasury and German Bund. For more information on this indispensable 
tool, call our sales desks in - 

Ri-iiccaIc- m 9) R1 4-9975 /^1120 JP MORGAN BENCHMARKS JPMOBQAM MEU 

lirusseis. (O- -/ COUNTRY ISSUE price YLD O/UST <NGB 

Frankfurt: (49 69) 712-4273 

1 \ / GERMANY 8.00 22-07-02 BUND 101.54-60 7.78 +136 

London- (44 71 ) 779 3000 France 8.50 25-11-02 oat 97.60-70 8.85 +243 +'10 

V ) DENMARK 9.00 15-11-00 DGB 96.27-37 9.66 +324 +18 

Madrid* (34 1) 431 3853 Belgium 8.75 25-06-02 olo 98.96-ii ass +246 +11 

\ } HOLLAND 8.25 15-06-02 DSL 99.95-05 8.23 +181 +4 

Milan* (39 2) 774-4240 ecu a.50 15-03-02 oat 93 . 9&06 9.46 +304 + 1.6 

1 k ' UK 9.75 27-08-02 GILT 102.64-74 9.54 +312 +\7 

New York* (1 212) 648 0310 Spain 10.30 15-06-02 bono 86.55-70 12.63 +621 +48 

' V 1 ITALY 12.00 01-05-02 BTP 90.80-90 14.18 +776 +64 

Paris: (33 1) 42 61 51 61 SWISS 6.50 02-05-02 SGB 96.80-00 6.94 +52 rfl 


HGAN 


BENCHMARKS 

JPMOBQAM MEUR ] 

ISSUE 


PRICE 

YLD 

O/UST OfQER- : ! 

8.00 

22-07-02 

BUND 

101.54-60 

7.78 

+136 


8.50 

25-11-02 

OAT 

97.60-70 

8.85 

+243 

+'107 

9.00 

15-11-00 

DGB 

96.27-37 

9.66 

+324 

+188 

8.75 

25-06-02 

OLO 

98.96-11 

8.88 

+246 

+110 " 

8.25 

15-06-02 

DSL 

99.95-05 

8.23 

+181 

+45 _ 

8.50 

15-03-02 

OAT 

93.96-06 

9.46 

+304 

+168 

9.75 

27-08-02 

GILT 

102.64-74 

9.54 

+312 

+176 ' . 

1030 

15-06-02 

BONO 

86.55-70 

12.63 

+621 

+485 - 

12.00 

01-05-02 

BTP 

90.80-90 

14.18 

+776 

+640 

6.50 

02-05-02 

SGB 

96.80-00 

6.94 

+52 

-84. 


Singapore: (65)222 9024 
Tokyo: (81 3) 3282-0270 
Zurich: (41 1) 206 8686 


A recent MKUR screen: prices si town nre for ilnniesiir sctllnneni. imd yields ore 
expressed on an luiniuilixvd basis from ihc olTcr prices. When u bond cannot be 
updated, MKUR includes a message to that dTert. J.P. Morgan is a dealer in ail 
of ihc bonds listed above. 
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We’ve got the future 
on the right track. 


AEG demonstrates fts know- 
how in the field of rail systems 
using new environmental and 
economic solutions. You’ll find 
our state-of-the-art technolo- 
gies in everything that roils on 
rails from ultra high-speed 
Intercity express trains to lo- 
comotives, from light rail vehi- 
cles to fully automatic people 
movers. AEG’s rail transport 
components and equipment 
combine matchless engineer- 
ing with superior systems 
compatibility. So we can keep 
the world moving and use less 
of its precious resources. 


Automation 


Bectr ote cftnlcal Systems 
and Components 


Microelectronics 
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Paul Betts and Nikki Tait. examine the German airline’s bid for Continental 
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T : . UFTHANSA, one of the 
V steepto*- giants of the' 
JL-/ aviation Industry, has 
ShaJBs^dedded to join Infhe 
world .game of monop- 

oly with a S400m proposal to 
acquire Continental AWhMSOf 
the DS fn paitnw9hk> with Mr 
Marvin Davis,- the Californian 
financier. • .' 

7 The mov& comes barely a 
fortnight. Offer, the . German 
national carrier, -the world’s 
fifth-largeat In -Jenna of rev*- 
nue, unveiled , a restructuring 
programme to cut operating 
losses which are expected to 
rise to fiML2ta£ (|807m) this 
year from DM8QQm in I99L 
On the ratface, the hid may 
look odd from an airline which 
has tradition ally, shunned bay- 
ing stakes in other airlines, 
preferring, to negotiate com- 
mercial ami marketing agree- 
ments to strengthen its lnter- 
nationaLnetwark.. . . 

It feall the mare surprising 
since- Litfthaitea ; tit -in the 
thtoes of scaling back 
Operations, delaying delivery of 
new aircraft and planning, to 
cot 6000 Jobs over.the next two 
years. '. '• '• .• 

• . Bat the carrier dearly felt it 
could no longer sit on the side- . 
lines and. watch its main com- 
petitors on both -aides of the 
Atlantic jostling .to position 
themselves in an .increasingly 
global afrtine market . ■ 

The big three US carriers 
American, United and Delta - 
have all been aggressively 
•expanding their European 
operations. For Lufthansa, the 
biggest thre^ has eome from ‘ 
i^tlaota-based Delta,- whkh last 
5 t ear acquired 'the European 
Routes and Frankfurt hid) of 
the now defunct Pan Am. 
f The Germancarrierhas also 
bitterly complained that tire 


current bilateral aviation 
agreement between Germany 
and the. US. is heavily unbal- 
anced in favour of US carriers. 

Sir Jurgen Weber, Luft- 
hansa’s flftalnnaw , frag eaiq- 
paignetf vigorously to persuade 
his government to renegotiate 
the agreement with the US. 

Bat the threat has not only 
come from the American side. 
BA, wMdi Mr Weber views as 
his principal European compet- 
itor, is seeking to strengthen 
its position in the US market 
with its proposed 1750m invest- 
ment in USAir while c halleng e 
ing Lufthansa in the German 
market through its Deutsche 
BA German ahUne venture. 

Dutch carrier wtjw, pnotlw 
big Lufthansa competitor, h as 
been strengthening its ties 
with Northwest Airlines of the 
US. The “openakies" agree- 
ment reached . last week 
between the Netherlands and 
the US is also expected to give 
gras an additional boost 
.. However, while seeking to 
put his house in order at home, 
Mr. Weber has also started 
looking more aggressively at 
forging alliances and buying 
equity stakes in other carriers 
to secure his group’s long-term 
future. 

This summer,. Lufthansa’s 
Condor unit took a 26.5 per 
cent stake in Lauda Air, the 
Austrian carrier founded by 
NBda Lauda, the former world 
motor racing ^hawipin^v 

Mr Weber has also been con- 
sidering a joint airHrw venture 
in Moscow which would chal- 
lenge directly BA’s plans to set 
up an international airline 
with Aeroflot called Air Rus- 
sia. Lufthansa Is also consider- 
ing acquiring a stake in Malev, 
the HnugaHaw aMhw 

Now comes the bid for Conti- 


Lufthansa chairman Weber (left) has Joined forces with financier 
Marvin Davis to make the fourth bid for the bankrupt US airline 


nentaL Of all the US airline 
bankruptcies, Continental's 
has probably been the most 
complex and, in many respects, 

the most fot te r flc tjng r 

When Continental tiled for 
protection under Chapter 11 of 
the US Bankruptcy Code in 
late 1990, it was clear that the 
airline comprised a mixed bag 
of corporate possibilities and 
drawbacks. 

On the plus side. Continental 
operated a tidily attractive net- 
work, especially In terms of its 
Ear Eastern route authorities. 
It also possessed a low operat- 
ing-cost st r uctur e - a hang- 
over from the days when Mr 
Frank Lorenzo, notorious for 
Ms union-busting strategies, 
ran and owned the airline. 

On the Trrfrma dA> L Continen- 
tal was burdened by enormous 
debts - another Lorenzo 
bequest and the proximate 
cause of the bankruptcy filing. 
These amounted to gL2bn of 
on-balance sheet borrowings, 
and approximately $4bn- worth 
of off-balance sheet 


aircraft operating leases. 

A second drawback was the 
extent to which Continental's 
fete was intertwined with that 
of Eastern Airlines, another 
ailing carrier formerly run by 
Mr Lorenzo which finally 
grounded its fleet in early 1991. 
Finally, Continental's reputa- 
tion among the flying public 
was poor. 

Periodically over the next 18 
months. Continental held talks 
with a variety of interested 
suitors and investors. These 
ranged from Northwest Air- 
lines to the bankrupt Trans 
World Airlines and even Brit- 
ish Airways. 

However, it is only over the 
past six months that progress 
has become evident In Febru- 
ary, Continental filed a reor- 
ganisation plan which essen- 
tially proposed slashing 
long-term debt from about 
$&8bn to $L7bn, and passing 
equity ownership of the reor- 
ganised company to unsecured 
creditors. 

With its reorganisation 


scheme starting to take shape, 
interested investors began to 
supply more serious bids. 

The first came in Jnly - 
from an investor group headed 
by Charles Hurwitz, a Texas- 
based businessman. This was 
accepted by Continental and, 
technically, has preliminary 
approval from the bankruptcy 
court. However, the Hurwitz 
offer was quickly followed by a 
proposal from Mr Alfredo Bre- 
ner, whose family owns a size- 
able stake in Mexicana Air- 
lines. Last month. Air ran^ a 
- in conjunction with another 
Texan investment group - 
joined the party. Then, this 
week, the Lufthansa/Martin 
Davis proposal arrived. 

All four proposals are some- 
what similar in design. The 
investors would put up cash in 
return for a majority equity 
stake in the carrier once it 
emerged from bankruptcy, 
with creditors being offered a 
minority interest This would 
be done in conjunction with 
the airline’s reorganisation 
plan. The investors would also 
receive loan notes, backed by 
Continental assets, which they 
would probably sell on to other 
investors. The total face value 
of these packages has steadily 
risen from $350m to $400m. 

But the story is unlikely to 
end here. Continental’s board 
has a fiduciary duty to exam- 
ine all offers and pick the best 
There is increasing pressure 
from the bankruptcy judge, Ms 
Helen Balkk, to move matters 
along, but no date has even 
been set for the airline to 
deliver its preferred solution to 
the court In fact, technically, a 
new offer could be delivered up 
until five days before Conti- 
nental's reorganisation plan is 
confirmed. 
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News Corp predicts rising profits 


4* 


NEWS CORPORATION, Mr 
Rupert Murdoch’s Australia- 
based international media 
group, is promising sharehold- 
ers “rapidly Increasing earn- 
ings” and Is looking for . new 
ventures, AF-DJ reports from 
Sydney. 

| In the company's annual 
report, Mr Murdoch says that : 
steps token to amsojfidate the 
group, coupjedj wtth " Intensi v e 


management" of Its businesses, 
will “con throe to bring us rap- 
idly increasing earnings”. Last 
month News Corp posted an 
operating profit after tax of 
A$50L7in (US$36&2m). 

Mr Murdoch said the com- 
pany was continuing “to exam- 
ine opportunities for owning 
and operating medto sod enter 
tamment ventures around the 
world. Most recently we made 


a smalt Investment in a Span- 
ish television network and are 
looking at other similar 
ventures”. 

The company’s risk-taking 
corporate culture remains 
unchanged, despite the finan- 
cial crunch of the past two 
years. Mr Murdoch said News 
Corp was “Instit utionally com- 
mitted to the proposition that 
fortune favours the brave”. 


ICI forms Turkish tie-up 


By John Murray Brown 
In Ankara 


IMPERIAL Chemical Industries 
has formed fts first pharmaceu- 
ticals joint venture in Turkey. 

The link with Abdi Ibrahim, 
a medium-sized concern, ini- 
tially capitalised at £500,000, 
will market and distribute 
seven Id products. The com- 
pany- will concentrate 4m anti- 


septic drugs which account for 
60 per cent of the market, 
which in 1991 was worth 51 bn. 
The operation is expected to 
create 400 jobs. 

The move signals growing 
foreign interest in Turkey's 
pharmaceutical sector, despite 
lingering concern over lack of 
patent protection and other 
Issues. Annual per capita drug 
consumption is just 515. 


ECGD puts 
sovereign 
debt up 
for sale 


By Richard Waters 
and David Dodwell 


THE US’s Export Credit 
Guarantee Department has put 
part of Its £6.4bn ($U.32bn) of 
sovereign debt up for sale. 
This is its first attempt to sell 
off part of the portfolio it took 
ou through debt reschedulings 
by lesser developed countries 
CLDCs). 

The ECGD, which refused to 
say how much of the portfolio 
it is trying to sell, said tt had 
written to a number of finan- 
cial Institutions to seek offers 
for the debt 

The sale of the debt was 
made possible by an agree- 
ment to forgive part of the 
debt of lower middle-income 
and very poor countries, 
prompted last year by UK 
prime minster John Major. 
This agreement known as the 
“Trinidad Terms’*, also 
allowed for a “modest” propor- 
tion of the rescheduled debt to 
be sold. 

The ECGD's ability to sell 
off part of its sovereign debt is 
helped by its provisioning pol- 
icy. In recent years it has been 
following the Bank of 
England's “matrix”, which 
was developed to direct 
provisioning by commercial 

hntiku 

Unlike many continental 
credit insurers, the great 
majority of the ECGD’s debt 
has already been fully pro- 
vided for. so all cash raised by 
tbe sale of debt will trim 
the provisions it has to 
carry. 

The “Trinidad Terms”, 
adopted in 1991, cover 20 of 
the poorest and most heavily 
indebted countries, including 
Morocco, Nigeria. Peru. Philip- 
pines and Poland. 

Bankers active in the LDC 
debt market in London con- 
firmed they had been con- 
tacted by the ECGD, but 
refused to comment on the size 
of the proposed sale. 

One commented that there 
was only a very thin market in 
the debt of most of the coun- 
tries covered by the Trinidad 
Terms, implying that the 
ECGD could be offered far less 
than recent prices quoted in 
the market. 


Mexican bonds 


hope to break 
new ground in US 


By Richard Waters in London 
and John Barham 
In Buenos Aires 


THE FIRST Mexican bond 
issue in the US for a decade - 
and the Erst by any sub-invest- 
ment grade foreign borrower - 
was launched yesterday. 

The S250tn issue. led by Gold- 
man Sachs, marks an attempt 
to develop a new US investor 
base for Mexico, which carries 
a split rating of BBplus from 
Standard & Poor's and Ba2 
from Moody’s. 

A roadshow has been 
mounted in eight US cities 
recently to take the issue to 
insurance companies and pen- 
sion funds which until now 
have not bought latin Ameri- 
can debt. 

The ten-year bonds are 
expected to be priced before 
the end of this week at a yield 
over Treasuries of less than 2 Vi 
per cent. 

Meanwhile, Argentina still 
plans to return to the Euro- 
bond market later this month 
with a $200m-300m issue, 
despite the failure of the issue 
to emerge so far. 

Central bank officials say 
they are negotiating details of 


the issue - the country's third 
this year - with the manager. 
Credit Suisse-First Boston. 
However, they expect to place 
the bonds at a maximum of 
five years, with a spread of less 
than 3 per cent over the bench- 
mark five-year US Treasury 
bonds. 

The Argentine government's 
new foray into the bond mar- 
ket follows Its successful sale 
last year of 5500m-worth of 
Eurobonds in two placements 
handled by JP Morgan. Offi- 
cials are encouraged that 
Argentina’s cost of borrowing 
is falling, reflecting the decline 
of inflation to below 20 per 
cent a year and a forecasted 
8-10 per cent growth In 1992. 

Proceeds from the new bond 
sales will be used to partially 
roll over maturing bond debt 
Officials deny that Argentina 
is increasing its Eurobond bor- 
rowings too fast They argue 
the new placement is small in 
comparison with the estimated 
54-56bn in bonds that Argen- 
tina has outstanding on tbe 
local and international mar- 
kets. Furthermore, Argentina 
is actually reducing its bond 
debt, by redeeming 5l.5bn- 
worth of bonds this year. 


Minorco lifts profits 
by 4% to $253.4m 


By Roland Rudd 


MINORCO, the Luxembourg- 
based investment arm of Anglo 
American Corporation of South 
Africa, reported a 4 per cent 
increase in pre-tax profits to 
8253.4m from S24&8m for the 
year to June 30. 

Sales jumped to $1.67bn after 
the consolidation for a full 
year of Terra Industries and 
Hudson Bay Mining and Smelt- 
ing, which were bought from 
Inspiration. Sales were 5771m 
last year. 

The group has also acquired 
industrial mineral companies 
in the UK and east Germany. 
Mr David Fisher, finann* direc- 
tor, said the moves underlined 


the group's strategy of turning 
an investment company Into a 
natural resources group. 

Operating earnings increased 
to 563.8m from $5 7m as the 
acquired companies more than 
offfcet the reduced contribu- 
tions from the group’s gold 
interests. 

The company has merged its 
47 per cent interest in Adobe 
Resources Corporation with 
Santa Fe Energy Resources 
after unsuccessfully trying to 
sell the stake. Minorco’s inter- 
est is now 9.75 per cent 

Earnings per share climbed 
to 5L22 compared with 51.14 
and the dividend was increased 
by 6 per cent to 54 cents a 
share from 51 cents last time. 
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A Futures Pager transmits 2 minute updates on currencies. 
Indices, Interest rates and futures 24 hours a day across the UK. 
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| We 3 as the. market's official body with over 900 member 
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be without us? 

For bother information on. our products and services, 
please return this coupon at the address shown. 
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SWEDEN 


The FT proposes to pub- 
fish this survey on 
November 10 1992. 
Should you be interested 
in acquiring more infor- 
mation about this survey 
or how to advertise 
please contact : 

In London : 

Kiisty Saundcra 

Tel: 071-873 4823 
Fax: 071-873 3428 
In Sweden: 

Bradley Johnson 
Tet +46 8 666 0065 
Fax: +46 8 666 0064 
Additional copies for 
marketing and informa- 
tion purposes can be 
ordered in advance from 
the office in Sweden. 
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Astra International falls 
67% in first six months 


By William Keeling In Jakarta 


Arranged by the 

FINANCIAL TIMES 

and 

CITY UNIVERSITY 
BUSINESS SCHOOL 

The FT-City Course is designed for 
employees of companies with interests in the 
City. Its objectives are to provide a broader 
understanding of all aspects of the 
operations of the City of London, and the 
factors that make it a pre-eminent financial 
and trading centre. 

The following organisations are amongst 
those giving presentations: 


ASTRA INTERNATIONAL. 
Indonesia’s second largest com- 
pany aTt/ i h nm inant player In 
the automotive industry, yes- 
terday announced a 67 per cent 
fall in first-half net profits. 

The company recorded net 
profits of Rp44bn (J2L6m) com- 
pared with RpI29.4hn a year 
earlier. The performance of 
Astra, which has a market cap- 
italisation of $l-2bn, deterio- 
rated in the second quarter, 
registering net profits of just 
RplLSbn. 

The interim net figure 
included a Rpl6.9bn gain on 
the sale of shares in its United 
Tractors subsidiary. 

Brokers have been down- 
grading foiecasts in recent 
months and said the figures 
were in line with expectations. 
The company’s vehicle sales 


were down 32 per cent by vol- 
ume, although it increased 
market share to 58 per cent 
against 55 per cent. 

Some brokers express opti- 
mism for the second Half and 
believe sales mil be lifted by 
an easing of bank lending 
rates. One foreign broker is 
forecasting net profits for the 
year of about Rpl20bn, down 
from Rp210bn in 1991. 

The half-year results come 
amid increased speculation 
that the Soeryadjaya family, 
which owns 76 per cent of the 
company, is preparing to sell 
up to half its stake. 

The family has acknowl- 
edged it needed to raise finance 
to restructure its privately- 
owned Summa Group. Bank 
Summa, the group's core com- 
pany, has suffered from losses 
in its property portfolio. Bro- 
kers say the family has raised 


about S400m, using Astra 
shares as collateral, to inject 
into the Summa Group. 

An extraordinary general 
meeting of Astra is to be held 
today to confirm the 
appointment of Mr Sumitro 
Djojohadlkusumo as chairman, 
to replace Mr William 
Soeryadjaya, the company’s 
founder. Astra officials said the 
move was designed to reassure 
investors that no formal link 
existed between the company 
anH the Summa Group. 

Brokers say the Soeryadjaya 
family may announce a buyer 
for part of its holding at the 
meeting. Speculation over 
Astra’s future ownership has 
helped depress its shares 
which have underperformed 
the Jakarta stock exchange 
index by 32 per cent In the past 
year and by 10 per cent in the 
past month. 
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NZ property chief criticised 


By Terry Hall 


THE New Zealand Stock 
Exchange's market surveil- 
lance panel has criti c is ed Inter- 
ests associated with Sir Robert 
Jones, the executive chairman 
of RobL Jones Investments, the 
New Zealand property group, 
for reducing their exposure to 
the company “by a very sub- 
stantial amount” without 
informing other shareholders. 

In an extensive report issued 
yesterday, the panel con- 
demned what it said was the 
failure of directors, and in par- 
ticular Sir Robert and Mr 
David Moriarty, managing 
director, to inform the market 


of share transactions and 
arrangements, which should 
have been disclosed. The 
report follows a protracted 
investigation into the place- 
ment and sale of shares, and 
transactions involving the 
company and its employee unit 
trust between March and Sep- 
tember 1990, 

Robt. Jones Investments is 
one of the biggest property 
groups in Australia and New 
Zealand. 

Sir Robert is expected to 
announce his resignation from 
the board of the company he 
founded 10 years ago at today’s 
annual meeting. 

The report lists a number of 


Jardine Matheson unit leaps 156% 


By Simon Davies 
in Kong Kong 


For further information, please return this advertisement 
together with your business card to: 

Financial Times Conference Organisation 

102-108 Qcrkcnwell Road, London EC1M 5SA, U.K. 
Tel: 071-251 9321 

Fax: 071-251 4686 Telex: 27347 FTCONF G HB 


JARDINE International Motor 
Holdings (JIMH), the motor 
trading arm of the Jardine 
Matheson group of Hong Kong, 
yesterday announced a 156 per 
cent leap In net earnings to 
US$29.7m for the six months to 
June, from US$1 1.6m a year 
earlier. 

The results were up from a 


low base, with luxury car sales 
hit by the Golf war In 199L But 
profits were ahead of most 
expectations, because of the 
strength of sales of the new 
Mercedes-Benz S series car in 
Hong Kong and China. 

JIMH said growth was strong 
in China. The strength of 
Asian sales was partially off- 
set by its performance in Aus- 
tralia, the UK and US. Its new 
Lancaster dealerships in the 


UK were badly affected by the 
recession, while profit margins 
weakened further in Australia. 

Mr Simon Keswick, chair- 
man, said: “The strength of the 
demand for Mercedes-Benz cars 
in Hong Kong and China will 
enable the group to achieve 
excellent results for the full 
year." The company recom- 
mended an interim dividend of 
L06 US cents, compared with 
0.72 cents last time. 
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This announcement appears as a matter of record only 
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APV 


APV Finance Limited 


Placement of 


US$ 50 million 7.62% senior notes due 1999 
US$ 50 million 8.18% senior notes due 2002 
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Private placement agent 


Barclays de Zoete Wedd 


ALUMINIUM 


August 1892 


The FT proposes to publish 
this soncy on 

October 2S 1992. 
from its printing centres in 
Tokyo. New York. Frank- 
furt. Roubaix and London. 

It will be read by senior 
businessmen and government 
officials in 160 countries 
worldwide . 

If you want 10 reach this 
important audience, please 
call 

Anthony G. Hayes 
Tel: 021-454 0922 
Fax: 021-455 0869 - 
George House. 

George Road. 

Edgbaston. 

Birmingham B13 IPG 


Fujitsu warns 
of 91% drop 
in earnings 
for half year 


Fay, Richwhite’s net 
profits in strong 
rise to NZ$14.3m 


By Steven Butter in Tokyo 


By Terry Hall In Wellington 


breaches in the exchange's list- 
ing requirements: 

• funding through an 
employee unit trust of share 
sales by Interests associated 
with Sir Robert Jones; 

• sales of properties to those 
interests “on a non-arms 
length basis"; 

• the "material fact that the 
company's employee unit trust 
was substantially involved in 
certain significant share trans- 
actions that were reported to 
the market incorrectly”. 

Mr Kevin O'Connor, panel 
chairman, said some of the 
breaches may have been con- 
nected with efforts to ensure 
the group's survival. 


FUJITSU, Japan's largest 
computer maker, yesterday 
said parent company pre-tax 
earnings would plunge 91 per 
cent to Y3bn ($24m) in the half 
year ending this month. 

The decline Is caused by the 
slowdown In the domestic 
economy and the weak sale of 
electronics equipment interna- 
tionally. Fujitsu expects losses 
In most of Its semiconductor 
operations. 

The revised forecast con- 
firms earlier reports that 
Fujitsu would suffer a steep 
fall iu profits. Although 
Fujitsu yesterday said it was 
still preparing a formal fore- 
cast for consolidated earnings 
in the first half. It expected to 
post a net loss of about Y20bn. 

For the full year Fujitsu cut 
In Half its forecast for pre-tax 
consolidated profits to Y40bn. 
This compares with last year’s 
pre-tax level of Y51.5bn. Net 
earnings are expected to reach 
YlQbn, compared to Yl2.2bn 
last year. Consolidated sales 
are projected at Y3,650bn, an 
increase over last year's 
YS.44I.9bn. On a parent com- 
pany basis, pre-tax profits for 
the full year are forecast at 
Y25bn, against Y40bn. 


FAY, Richwhite, the New 
Zealand investment bank, yes- 
terday announced a strong rise 
In net profits to NZ$14Jm 
(USS7.85m) for the 12 months 
to June 30 - a sharp improve- 
ment on the NZ$10. 03m earned 
in the previous 15 months. 

The directors said the profits 
Included a net contribution of 
NZS5L2m from its 26 per cent 
holding in BNZ, the New Zea- 
land bank it is selling to 
National Australia Bank. Fay, 
Richwhite also earned 
NZ$102m In equity accounted 
earnings from BNZ, down from 
NZ$20.1m in the previous 15 
months. Fay. Richwhite’s mer- 
chant banking operations con- 
tributed NZ$12. lm. The direc- 
tors said that over the past 12 
months this side had com- 
pleted the sale of NZSSOOm of 
mortgages purchased from the 
Housing Corporation. 


Sales and other gross operat- 
ing revenues were NZ$105 .8m 
compared with NZ$L2L.94m, 
while taxable profits came to 
NZ$l4.3m against NZ$9. 83m. 
No tax was payable. Profits 
after extraordinary items were 
NZ£24.32m compared with 
losses of NZ$20 ,88m. 

Shareholders' funds amoun- 
ted to NZ$l82.49m against 
NZ$l73.37m last time. The dir- 
ectors are recommending a fin- 
al dividend of 2 cents a share 
down from 10 cents. Net tangi- 
ble assets per share emerged at 
39 cents, against 37 cents. 

• AP-DJ adds: Mr David 
Richwhite, joint chief execu- 
tive, said: "We look forward to 
completing the sale of our BNZ 
shares to National Australia 
Bank, which will enable us to 
retire all investment debt of 
NZS28lm and direct our atten- 
tion to producing an increased 
level of equity earnings from 
merchant banking operations." 


NAB to write down value 
of stake in rival bank 


By Bruce Jacques in Sydney 


Japanese bank 
to help three 
institutions 


BANK of Yokohama, a leading 
Japanese regional bank, has 
agreed to help three non-bank 
financial institutions affiliated 
with Nippon Credit Bank by 
reducing interest on loans 
which have been extended to 
them, Reuter reports from 
Tokyo. 

The Rank of Yokohama has 
agreed to cut interest on its 
loans to the short-term prime 
rate, now at 4.75 per cent, 
from about 6 per cent interest 
per year. 

Most other regional banks 
which have made loans to the 
non -banks, such as Chiba 
Bank and Hiroshima Bank, 
have agreed to the same rate 
cuts, the Rank of Yokohama 
Wal4r 


DIRECTORS of National 
Australia Bank (NAB), one of 
Australia's four top trading 
banks, yesterday announced a 
write-down of its holding in 
banking rival ANZ. 

NAB plans to write down to 
market value its stake of just 
over 5 per cent in the results 
for the year to September 30. 

NAB's 50.6m ANZ shares are 
stated in its hooks at A&5.3S, 
(US$195) compared with yes- 
terday’s closing price of A$294 
on Australian stock exchanges, 
down 3 cents on the day. At 
this level. NAB’s policy would 
wipe more than AS123m from 
its net profits for the year. 

The write-down follows simi- 


lar action by Westpac in Its 
recent report for the first half 
to March, which included a 
writedown to market value of 
its 8.3 per cent stake in ANZ. 

There are no other signifi- 
cant stated cross-shareholdings 
between the leading Australian 
banks. NAB directors said yes- 
terday no tax benefit would 
arise from the ANZ write- 
down. They said NAB had also 
revalued its property assets, 
resulting in a A$35Tm cut in 
value which would be adjusted 
against reserves with no 
impact on operating results. 

NAB shares rose l cent to 
AS7J34 after the announcement 
yesterday, suggesting the 
writedowns had been factored 
into the bank's share price. 


Foster’s shares at lowest for year 


SHARES in Foster’s Brewing, 
the Melbourne-based interna- 
tional brewing group, fell a fur- 
ther 5 cents yesterday to a low 
for the year of ASL33 (US$088), 
writes Bruce Jacques. 

The fall is in reaction to this 


week's announcement of large 
write-downs leading to net 
losses of A$9508m and a two- 
for-five share issue at AS1.10 a 
share, to raise about Agibn. 
BHP’s interest in Foster's is 
now up to almost 37 per cent 


HlW 




BANCA NAZIONALE DEL LAVORO 


Joint Stock Company With Limited Liability 
Head Office : Rome - Via V.Vencto, 1 19 


Banca NazionaJc del Lavoro was established by Royal 
Decree in 1913 and acquired the status of an Istituto di Credito 
di Diritto Pubblico (Public Law Credit Institution) with limited 
liability under the laws of Italy in 1929. 

On 24th July 1992, the Bank changed its status to that of 
a joint-stock company with limited liability ("Society per 
Azioni) pursuant to Law No. 218 of 30th July 1990 (more com- 
monly known as the "Amato Law") which permitted a restruc- 
turing of the Italian public law banking and credit institutions. 

An explanation of the transformation of the flank and 
the reorganisation of the banking activities of the BNL Group 
is contained in an Information Memorandum dated 31 October 
1991, a copy of which may be inspected upon request at the 
under-mentioned offices. 


Banca Nazionale del Lavoro S.p.A. Banca Nazionale del tavoro S.p.A. 
Via Lombardia 31 33/35 CornhiH 

00187 Rome London KC3V 3QD 


Banca Nazionale del Lavoro International 
57 Rue des Glacis 
L 1628 Luxembourg 
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In arturtlano: With tin* provision-! of 1 
(lie Notes, notice is hereby given that | 
I be above Notes will bear interest for 
the (jcrli.nl from September 15, 1902 to i 
anil Inrfuiliiig December M, I9J2 at a ' 
ratvpcr annum of3.492i55 l .^i payable j 
on December 15. 1992 In the amount . 
of in respect of each SI Q.O tH) | 

principal amour il of Notts ami S2^2JTi’.fH i 
in ns[iect of each 3250 , Of >0 principal 
ainuuut nf Notes. 

MIlttUAiN laiAKAVTY TRUST COMPANY 
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Leeds Permanent Building Society 

Floating Rate Notes Due 1998 


Interest Rate 
Interest Period 


Interest Amount due 
16th December 1932 
per £10X100 Note 


12.1875% per annum 
16th September 1992 
16th December 1992 


£303.02 
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UK and Italian markets lifted by ERM departure 


ByAntadtfSharpcfand i - 
Rictuird W«for* In London, 
Sara Webb tn Stockholm and 
Marita Otcfcson in Now Voifc 

THE Italian and * UK 
gorernment markets took 
heart from the departure of 
their ‘ respecti ve„currenciM 
from the Exchange Rate Mech- 

GOVHWIMENT 

BONDS 

anfafri. Tho . and Spanish 
.bond markets; MT .on fears that 
their cuirmcfes. might be the 
next victims; rf. devaluation, 
while Danish bonds showed 
more resilience. 

■ THE rteriingyield-curTC flat- 
tened sharply TEstaday to the 
wake of Wednesday nigh t's 
decision to suspend the curren- 
cy's link to the ERU, indicat- 
ing that the UKLcould be bead- 
ing for its firet positive yield 
curve for nearly a decade. - 

The mood at the shorter end 
of the market was set by the 
short sterling futures contract 
on Liffe, which, traded late in 
the day at 91.30 -- up from its 
dose last night of 8&6S. Its sig- 
nal that interest rates were 
expected to fafl to below 8X 


; per cent from their current 10 
per cent level by the end of the 
year was echoed in shorter- 
dated gilts, which rallied 
strongly. For example, the 10 
per cent gUts due 1996 gained 
nearly three points on the day, 
to end with a yield of 9.21 per 
cent-. . 

Longer-dated bonds fell only 
slightly , m spite of the poten- 
tial Inflationary implications of 
taking starting out of the ERM 
for any prolonged period of 
time. The 9 per cent gilts due 
2008 lost leu than half a point, 
dosing at a yield of 9.07 per 
cent 

The extent of the levelling 
was “very tame, relative to the 
fundamental forces,’* said Mr 
Stephen . Lewis, an economist 
at London Bond “Broking Com- 
pany. He estimated that if ster- 
ling were to Call to DM2L55, it 
could add half a point to proj- 
ected inflation, taking the yield 
on long gilts up to 9% per cent 
to M per cent 

■ ITALIAN government bonds 
were the best performers of the 
day, with gains of between 
. 'A- 1 A points, as dealers 
greeted the government's plans 
for budget deficit cuts of more 
than L90 trillion in the coming 
fiscal year. There were also 


expectations of a cut in inter- 
est rates as pressure eased on 
the lira after its early feU 

The Liffe December future 
was trading at 93.12 late in tbe 
day. after Wednesday's dose of 
92.65, with 14,720 lots 
exchanged. The day’s high was 
93.45 and foe low 9L20. 

On foe cash market, tbe May 
2002 BTP ended at 91.93/2.05, 
up from 90.61/74. 

■GERMAN bonds ended a vol- 
atile day about 0.20 points 
lower after a volatile day. The 
market had opened higher on 
rumours that the Bundesbank 
would lower foe Lombard rate 
by half a percentage point, but 
then fell back when the Bund- 
esbank failed to deliver. 

News in the early afternoon 
that the German finanep minis- 
try was raising the volume of 
July's 8.0 per cent 1992/2002 
federal government bond by 
DM5 bn to DM15bn did not help 
the market 

The price of the Bund eased 
to 103J23/29, just below Wednes- 
day's dose, from 103.53/59 in 
mid-morning. The Liffe Decem- 
ber Bund future fell to 90.71 
from Wednesday's close of 
90.82 with 78,058 contracts 
traded, after a high of 91.08 and 
alow of 90.38. 


■THE Irish government bond 
market dropped in foe morning 
on fears that the Irish punt 
might be foe next victim of 
devaluation. The Bundesbank 
and the Irish central bank 
intervened to protect the punt 
which was fixed in Frankfort 
at its intervention floor of 
DM2.619. 

■A weaker French franc, fears 
of higher interest rates and the 
approach of Sunday’s referen- 
dum on the Maastricht treaty 
weighed on French govern- 
ment bonds. Among French 
Treasuries, the 8 Vi OATs of 
2003 fell 0.70 to 99.04 to yield 
8.63 per cent compared with 
K53 per cent At the long end, 
the 8% of 2023 dropped 1.14 to 
98.68 to yield 8.62 per cent 

■ ACTIVITY in the Swedish 
government bond market 
ground to a bait yesterday as 
investors waited for calm to 
return to the international 
financial markets and for news 
of political agreement in Swe- 
den on proposals to cut govern- 
ment spending. 

The Rfksbank, Sweden’s cen- 
tral bank, kept its mar ginal 

lending rate at 500 per cent 
yesterday in order to crash 
speculation against the krona. 


BENCHMARK GOVERNMENT BONDS 


(tad 

Coupon HO Prte» 

AUSTRALIA 10,000 IQrtO 107.201 

BELGIUM 8780 08/02 100,7500 

Canada • S pom imaooo " 

□SUM ARK 9.000 11/00 07-8780 

FRANCE BTAN &500 03/97 38.1061 

OAT 11/ttZ 9&9700 

GERMANY 8.000 07/02 1013450 

ITALY leOQQ 03/02 91.8900 

JAPAN N0 119 4400 08/89 98.7455 

No 145 5400 0MB KBJg40 

NETHERLANDS 8-2S0 06/02 UK-2100 ~ 

Spain 10300 os m eaifioo 

UK GILTS 1O3O0 11(98 102-20 

9.750 08/02 105-24 

9000 10/06 99-14 

US TREASURY • 0375 OMB 8C-27 

73so oeiaa imp 

ECU [Front* Com; a 500 03/02 94,7000 

London ctoolng. "New York morning session 
t Grass anmisl yWd (InduStog wttWvXtflng tax a! 
dams.) 

Prteas: US. UK in ttnds. ottiors In decimal 


Week Uonft 

Chongs YUM wj* sq» 

- m hm us 

4X2oo am am 036 

-0.400 7.58 739 727 

-0375 937 9 61 6£e 

-0.105 100 933 938 

-0340 fl.64 831 830 

_jt200 731 7.78 735 

+ 1316 1338t 1431 13.81 

■0.15S 435 4.73 4.73 

+ 0.201 431 <84 432 

-0.190 731 S33 831 

-0.850 12.44 12.05 12. tO 

+ 2 B 921 931 9 45 

+ 1 S 8.16 929 922 

-28(32 937 834 838 


Yloldr Locsi msrfcsi standard 
123 per cm payable by noo-rssi- 


Taetmleal OstaMTLAS Pries Sourcss 


Short-term interest rates rose 
at the start of trading, but fell 
back later in the day. 

Three-month treasury bills 
were quoted with a spread of 
35 per cent to 25 per cent at the 
opening, falling to 29 per 
cent to 24 per cent by the 
close. 

■ US treasury prices barely 
moved yesterday morning as 
players cautiously waited for 


Swiss safe haven draws another issue 


Ely Kteran Cooks 
in Kuala Lumpur . . 

MALAYSIA’S ' . Ministry of 
Finance has given . the 
go-ahead fur the eatahhahment 
of a Kuala Lumpur Options 
and Financial Futures 
Bxchahge (Klnffc). 

A consortlum of- private 
firms will . run the . new 
exchange. Those involved are 
heUeved to have strong^ politi- 
cal conwctions. They are the 
New Straits Times newspaper 

gr oup ; Bwimf , an indnstriaT 
conglomerate antf .two securi- 
ties firms, Rashffl Hussain Bhd 
and Zalfo Secrafties. . 

The consortium had been 
involved in a tussle with the 
Kuala Lumpur Stock Exchange 
(KLSE)aad the KualaLtuupur 
Commodity Sxduige (KLCE) 
for operation of -the; new’ 
exchange.. The. KLSE and. 
KLOB were , each dBned a 20 
per cent equity participation 
in Kloffe by its future op^a- 
tors, but both bodies dechned. 


By Antonia Sharpe 

THE safe haven attraction of 
foe Swiss currency during the 
r i m-A n f turbulence in the Euro- 
pean Monetary System 
prompted another borrower to 
tap foe Euro-Swiss franc bond 
niafoet yesterday. 

Bankers said the Electridte 

INTERNATIONAL 


NEW INTERNATIONAL BOND ISSUES 
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de France SFrlOOm offering 
was aggressively priced for an 
issue with a 6% pm- cent cou- 
pon at 102. to yield 6413 per 
aadL brt fort fids was not sur- 
prising sinre the Frenfo utility 
is a top-quahty borrower. What 
was more unusual was the 15- 
year duration of the bond. 

The Issue was being quoted 
at abort 2'A points below its 
issue price, yielding 6.65 per 
.cent In late afternoon trading, 
just inside the lead manager’s 
fees. Some bankers also 


thought that the coupon was 
very low at 6K per cent, even 
though coupons have fallen 
from the 7% per cent on Swiss 
Franc bond issues earlier in 
the week. 

Lead managers DBS said 
switching by investors from 
the short end to the long end of 
foe Euro-Swiss franc bond 
market made this foe ideal 
time to launch a bond with a 
long m aturity . The hank added 
that it was having no problems 
In pTurfng the bond. 


Elsewhere, joint lead man- 
ager JP Morgan Securities 
armnnnrad that the pricing of 
Kingdom of Spain's $15hn sev- 
en-year Eurobond, launched on 
Wednesday, had been deferred 
until ngrt Tuesday. The mar- 
ket was not unduly surprised 
by foe decision, following the 
failure to attract investor inter- 
est in the light of upheaval in 
European financial markets. 

• The credit rating of Impe- 
rial Chemical Industries, foe 


UK group, was cut by two 
notches by Moody's Investor 
Service yesterday in reaction 
to its planned demerger. 

ICI’s rating tumbled from 
Aa3 to A2, affecting around 
$3bn of debt outstanding. The 
decision reflected Moody’s 
hpiipf that the planned demer- 
ger of the group’s biosciences 
b usiness would proceed, lead- 
ing to a significant shift in the 
group’s risk profile at a diffi- 
cult time for the basic chemi- 
cal industry. 


developments in European 
markets to unfold. At mid-ses- 
sion, the Treasury’s bench- 
mark 30-year bond was A 
higher at 99ft, yielding 7.322 
per cent 

With everts in Europe con- 
tinuing to dnmfnatp US mar- 
kets. there was little reaction 
to domestic economic news. 
Jobless claims for the week 
ended September 5 advanced 
6,000 to 400,000. 

JSDA to study 
new members 

JAPAN’S Securities Dealers 
Association (JSDA) plans to 
establish a committee to study 
whether banks and financial 
Institutions engaged in the 
securities business should join 
the JSDA, Reuter reports from 
Tokyo. 

“We plan to establish a com- 
mittee to cope with foe possi- 
bility that financial institu- 
tions will want to join foe 
association, 1 * said Mr Sakae 
Kudo, chairman. At the 
moment, only securities 
houses can join foe JSDA. 

Under the revised Securities 
and Exchange Act, finanHwi 
institutions which engage in 
foe securities business on 
their own account or sell Japa- 
nese government bonds over 
the counter can set 19 then- 
own regulatory body or join 
the JSDA. The revised act is 
expected to take effect in April 
and the JSDA should work out 
conditions allowing new mem- 
bers into foe association next 
year, officials said. 


Debt convergence 
theory comes 
under pressure 


By Richard Waters 

THE convergence theory, 
which has provided foe intel- 
lectual backbone to most inves- 
tors’ trading strategies in the 
European bond markets in 
recent times, was looking dis- 
tinctly shaky yesterday. 

“It is largely, if not com- 
pletely, blown out of the 
water,’’ was tbe conclusion of 
one large UK fixed income 
investor. 

Like others, he had expected 
pressures to build up in the 
ERM. diverting EC member 
states from their march 
towards monetary and eco- 
nomic union - though not 
with the speed shown by the 
sudden swing of sentiment In 
the foreign exchanges on 
Wednesday. 

“We certainly didn't expect it 
to happen as quickly or as vio- 
lently as it did.” he said. 

Tbe virtual ejection of ster- 
ling and the Italian lira from 
the ERM, and the devaluation 
of the peseta, left investors yes- 
terday casting around for the 
next theory on which to hang 
their investment plans. 
Whether to sell bonds and buy 
gilts, and which European cur- 
rencies now offer the best 
profit potential, were just two 
of the questions over which 
investors were scratching their 
heads. 

Some fundamental invest- 
ment strategies are likely to be 
altered in the days and weeks 
ahead. 

"We haven't convened the 
asset allocation committee 
yet,” said Mr David Shaw, head 
of fixed income investment at 
Legal & General, the UK 
insurer. That will only happen 
after the French referendum 
this weekend, which investors 
hope will give a clearer indica- 
tion of where the ERM goes 
from here. 

L&G has been one of foe 
standard-bearers of the move 
by some UK insurers away 
from equities and into gilts, 
prompted by a belief that the 
discipline of the ERM matte the 
outperformance of equities a 
thing of the past 

Mr Shaw said yesterday: 
“That was based on the 


assumption that we were a 
fully paid-up member of the 
ERM. That is now subject to 
almost daily review. We 
haven't reached any conclu- 
sion here yet - we are waiting 
for an economic statement 
from the government" 

While investors wait lor the 
political fog in the UK to part 
and a clearer indication to 
emerge of the way forward for 
UK economic policy, tbe mar- 
kets were busy yesterday mak- 
ing up the government’s mind 
for it: short-dated gilt prices 
tumbled in anticipation of UK 
base rates falling smartly, 
while sterling remained well 
below its former floor in the 
ERM. Longer-dated gilts, 
though, reflected only a hint of 
the possible implications of a 
devaluation and return to the 
UK’s old inflationary ways. 

“People have facto red-in con- 
tinental European-type infla- 
tion for the UK of 3 per cent," 
one investor said. “Now, people 
will have to put it closer to 5 
per cent On that basis, gilts 
are not very good value.” 

Much depends on whether an 
attempt is made in the coming 
days to weld sterling and the 
lira back on to the ERM - and 
whether the peseta can stay 
tied. 

If so, then some investors 
were arguing yesterday that 
foe convergence process could 
restart - and could actually be 
stronger than before. If a lower 
parity for currencies such as 
sterling allowed interest rates 
to fell, then economic recovery 
would come fester. That would 
lead to tax revenues climbing, 
helping European states to get 
a firmer grip on their fiscal def- 
icits. That, in turn, would 
make it easier for countries to 
hit foe Maastricht convergence 
criteria, making monetary 
union more rather than less 
likely. 

There were few believers in 
this theory yesterday, how- 
ever. 

“As and when the ERM 
finally blows Itself apart, the 
market will come back to valu- 
ing markets on fundamentals,” 
one investor said. And then 
convergence really would be a 
thing of the past. 


MARKET STATISTICS 




RISES AND FALLS YESTERDAY 



LIFFE EQUITY OPTIONS 


• First Dealings Sept 14 

• Last Dealings Sept 21 

• Last Declarations Dec. 10 

• For settlement Dec. 21 

3-fnontft call rata indications are 
also shown on thla pago. 
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COMPANY NEWS: UK " 


US buy helps Wassail to £6m 


Reorganisation moves help 
put L&G £74m back in black 


By Roland Rudd 

W ASS ALL, the mini-conglom- 
erate run by former Hanson 
executives, doubled pre-tax 
profits in the six months ended 
June 30 on the back of its 
recent acquisition of DAP, a 
US supplier of construction 
products and filling com- 
pounds. 

Profits increased to £6. 24m 
(£3. 12m) on increased sales of 
£LL7ra f£63.8m). 

The consumer division, 
which Includes DAP and Ant- 
ler, the UK luggage manufac- 
turer. increased operating 
profit to £3.44m (£340.000). DAP 
generated £ 2 .8m of this. 

The US business is undergo- 
ing a rationalisation pro- 
gramme which has meant the 
closure of a number of plants 


By David B orchard 

HALIFAX, the largest UK 
building society, yesterday 
defied the gloom in the hous- 
ing market by announcing a 4 
per cent increase in its pre-tax 
profits to £3l8m for the half 
year to July 31. 

Mr Jon Foulds, chairman, 
described the results as good 
figures in a bad market “They 
confirm the underlying finan- 
cial strength of the Halifax,” 
he said. 

However, Mr Foulds gave a 
warning about profits in the 
remainder of the year. “It is 
unrealistic to look for an 
improved second half year, and 


By Peter Pearoe 

DAVIS SERVICE Group, which 
has now all but severed its 
links with motor-related activi- 
ties, lifted pre-tax profits from 
£7.06m to £8.03m In the six 
months to June 30. 

In July 1991 it sold three of 
its four motor dealerships for 
£6.69m to a management 
buy-out and in early April this 
year disposed of its Godfrey 
Davis (Contract Hire) business 
to NWS Bank, for £5.75m. 

Mr George Boyle, finance 
director, said that contract hire 
carried a large amount of 


and a reduction in its product 
range. 

When Wassail bought DAP 
last year half of its sales were 
generated by 18 products, 
while the other half was gener- 
ated by 700 products. 

Wassail has earmarked S20m 
(£ 11 . 2 m) of capital expenditure 
over the next two years to 
replace old machinery, open a 
new warehouse and expand 
DAP's DIY sheds which is the 
fastest growing part of the US 
DIY market. 

By the year end margins are 
expected to have risen by 
almost 3 percentage points to 7 
per cent. 

The closures businesses, 
which includes bottle top com- 
panies in the UK, Italy and 
South Africa, increased operat- 
ing profits from £3.49m 


after yesterday's events we 
remain even more concerned 
about the continued depressed 
state of the housing market.” 

He called on the government 
to take measures to improve 
the housing market, otherwise 
any recovery would be 
deferred. 

In spite of Mr Foulds’s warn- 
ing, Halifax’s profits growth In 
the first half contrasted 
impressively with the 10 per 
cent fail in interim profits of 
Abbey National, the second 
largest UK mortgage lender. 

Total assets of the society 
rose by 9 per cent on a year 
ago to £61 bn. The bad debt 
charge for the period was up 


“back-to-back” borrowings. As 
a result of the sale, borrowings 
were sharply cut from £77 .8m 
to £8-3m in the period. 

Interest payable for the con- 
tract hire side totalled £2.75m 
in the half, leaving group inter- 
est charges at £L53m (£5. 83m). 

Turnover fell to £124.7m 
(£155m), but for continuing 
activities, it rose almost 6 per 
cent to £ 112.2m. Pre-tax profits 
of the continuing businesses 
grew to £8-22m (£6.65m). 

Earnings grew to 6.39p 
(5.6lp) per share and the 
interim dividend Is maintained 
at 2.73p. 


to £3.82m- 

The industrial and commer- 
cial side arrested last year's 
fall in profits with a strong per- 
formance from Gilchrist pre- 
press services which offset a 
disappointing result from office 
furniture. Operating profits 
rose to £193,000 (£156,000). 

Borrowings increased to 
£28m (£24m) representing gear- 
ing of 45 per cent However, 
debt is expected to fall to £20m 
by the year end. 

Earnings per share improved 
to 3.46p (3.13p adjusted) and 
the interim dividend is 
Increased to O.Bp (0.67p 
adjusted). 

• COMMENT 

Wassail is one of the few com- 
panies content to be labelled a 
conglomerate. The C word may 


nearly 10 per cent to £135m. 

Total income grew 6 per cent 
to £79 lm, and interest income 
was up 3 per cent at £61 lm. 

Despite the lack of demand 
in the market, Halifax's mort- 
gage book grew to £5I.lbn, up 
from £46.5bn a year earlier and 
£49m at the end of January, 
and its share of the mortgage 
market has risen to 19 per 
cent, against 10 per cent a year 
ago. 

The increase appears to 
reflect a partial withdrawal 
from the market by smaller 
lenders. 

Halifax, refuses to give any 
details of its problems with 
mortgage arrears and reposses- 


By Andrew Jack 

ALEXANDER PROUDFOOT, 
the US-based but UK-quoted 
management consultant, madp 
a £6m provision against liabili- 
ties, interest and penalties on 
unpaid overseas taxes in its 
interim results unveiled yester- 
day. 

The group, which suffered a 
sharp decline in its share price 
over the last few months 
following uncertainty over its 
trading outlook, declared pre- 
tax profits halved to £l2m 
in the six months to June 
30. 


have became unfashionable in 
the nineties but Mr Christo- 
pher Miller, chairman, believes 
there are almost as many 
undervalued manufacturing 
companies for sale now as 
there were in the eighties. 
Wassail's doubling of profits on 
the back of its acquisition of 
DAP underlines his argument 
Mr Miller would admit that 
there is an element of luck. 
About 70 per cent of sales are 
generated overseas, which is 
an added bonus during a ster- 
ling crisis. With forecast pre- 
tax profits of £17.5m. giving 
earnings per share of 9-9p, the 
shares - up I4p to close at 
172p - are on a prospective 
multiple of 17.2. It may look 
expensive but for the moment 
its 35 per cent premium to the 
market Is justified. 


sions, beyond saying that evic- 
tions were down by 40 per cent 
in the half year because of its 
policy of showing greater fore- 
bearance to customers In seri- 
ous difficulty. 

Mr David Gilchrist general 
manager, said very few cus- 
tomers indeed had been saved 
through the “rent-mto-mort- 
gage" schemes advocated by 
the government last December. 

Savings deposits held by 
Halifax in the half year were 
£4&7bn (£45-3bn), but the bulk 
of the increase came from capi- 
talised interest 

Halifax's 500-branch estate 
agency chain reduced its loss 
from £6.6m to £4.4m. 


Turnover was up 7 per cent 
but excluding the acquisition 
of Indevo Consulting of Swe- 
den in September last year was 
down by 3 per cent 

Earnings per share were 
11.25p (24J24p). The interim div- 
idend is held at 6p and the 
company said the final divi- 
dend would also be maintain ed 
at 6p. 

Directors disclosed that there 
had been reorganisation costs 
during the period of £1.3m 
principally related to the 
Crosby and Indevo businesses, 
and £L5m on product develop- 
ment 


Temple Bar 
subject of 
contract 
buy out bid 

By Norma Cohen, 

Investments Correspondent 

BZW Investment Management 
the ftmd management arm of 
Barclays de Zoete Wedd, yes- 
terday took the unusual step 
of offering to buy out the man- 
agement contract for an 
investment trust in which it is 
a shareholder because it Is 
concerned about the existing 
ma nager s. 

BZWTM aid it had made “a 
substantial cash offer” to buy 
out the mangement contract of 
Temple Bar Investment Trust, 
which is currently managed by 
Guinness Mah on. “ On behalf 
of its clients, BZWIM has been 
a long-term shareholder in 
Temple Bar Investment Trust 
and has become concerned 
with the recent changes hi the 
management of the co mpany. " 

Several weeks ago, BZWIM 
approached Sir Roland Smith, 
Temple Bar's chairman, and 
asked to acquire the manage- 
ment contract. BZWIM was 
rebuffed, although the fall 
board will meet shortly to con- 
sider the proposal. 

Under the proposal, BZWIM 
would pay a stun, believed to 
be equal to one year's manage- 
ment fees, to the board of Tem- 
ple Bar in exchange for the 
contract. The trust, with 
roughly a 14 per cent exposure 
to property, w ould then be 
managed using BZWIM’s tradi- 
tional and quantitative man- 
agement techniques. 


Unilever sells 
salmon producer 

By Paul Taylor 

Unilever, the Anglo-Dutch 
food and consumer products 
group, said yesterday that it 
has found a US buyer for its 
Marine Harvest International 
subsidiary, Scotland's largest 
salmon producer accounting 
for nearly a quarter of total 
production. 

Mari Farms, an aquaculture 

company based in Wood- 
bridge, New Jersey, will pay 
£39m (£22m) cash for Marine. 

The sale will result in the 
loss of 160 jobs. 


By John Authors 

LEGAL & GENERAL, the life 
assurance group, reported a 
turoround to pre-tax profits of 
E74m In the first half to June 
30. from a £56. lm previous loss. 

The shares added 24p to 323p. 

There was some disappoint- 
ment that the group failed to 
increase its interim dividend. 
The unchanged figure of 6J2p 
was paid from earnings per 
share of li.58p (11. 8p loss). 

Two exceptional factors 
buoyed the profits . The UK 
investment business was trans- 
ferred to the life fund, produc- 
ing an exceptional profit of 
£3L5m. Also, the restructuring 
of the US subsidiary's invest- 
ment portfolio, meant that 
investment gains of £12.1m 
were realised, up from £2.4m. 

The general insurance busi- 
ness cut its operating losses 


By Paul Abrahams 

LAPORTE, the UK’s second 
largest independent chemical 
group, yesterday posted pre-tax 
profits for the six months to 
July 3 down 12 per cent from 
£50.3m to £44. 5m. 

Earnings per share fell 6 per 
cent from 20.1p to lfLBp. The 
interim dividend is increased 
from 6£p to 7p. 

The result was achieved on 
sales up from £302.6m to 
£32l-3m, in spite of difficult 
trading conditions. The com- 
pany said that in spite of the 
continued recession, it believed 
prospects for growth of the 
business remained good. 

The smaller reduction in 
earnings per share was 
achieved by a lower tax rate 
and the reduced equity base 
following the restructuring of 
Interox, the 50-50 joint-venture 
with Solvay of Belgium. Solvay 
acquired Interox's bulk hydro- 
gen peroxide and persalts busi- 
nesses in May, and cancelled 
two thirds of its 25 per cent 
stake in Laporte. 

Group turnover included 
£?4m from Interox up to that 
date. Interox's profits up to 
May 21 were £9.6m. down from 


from £U6m to £33 m. Lower 
subsidence claims and the 
absence of severe weather con- 
ditions were the main factors. 

Interest centred on the mort- 
gage guarantee insurance busi- 
ness, which has depressed the 
group's performance and share 
price for the last two years. 

The loss on this business 
was reduced to £26.4m 
(£88.9m). However, provisions 
against losses were raised to 
£185m (£158m). 

Mr David Prosser, chief exec- 
utive. urged further base rate 
cuts. 

• COMMENT 

It is easy to see why Legal & 
General wants base rates back 
down to 8 per cent in the hope 
of triggering a recovery in the 
housing market. Its shares are 
trading off a historic yield of 
about 8 per cent, suggesting 


£ 16 . 4m for the first six months 
last year. Laporte has retained 
the organic peroxides and per- 
sulphates specialities business 
which it said had put In a simi- 
lar performance to last year at 
£5.8m- 

Three of Laporte's five divi- 
sions, organic speciality chemi- 
cals, construction chemicals, 
and hygiene and process them-, 
icals, increased profits. The 
metals and electronic chemi- 
cals division maintaine d its 
operating profits. However, the 
absorbents division’s results 
fell, mainly because of rational- 
isation of the continental busi- 
nesses and weak performances 
in South America and south- 
east Asia. 

The company continued its 
investment programme, with 
£29m being spent on capital 
plant in the absorbents divi- 
sion. About £41m was spent on 
acquisitions which included 
Rockwood, an American build- 
ing pigments company 
acquired in April. 

The company said capital 
expenditure and acquisitions 
were likely to be lower in the 
second half. Group debt at the 
period end was £70m for gear- 
ing of 30 per cent. 


that the market is treating it 
as a composite insurer, rather 
than a Ufa company. Its expo- 
sure to mortgage Indemnity 
insurance is the culprit Ana- 
lysts are happy that L&G’s pol- 
icy on reserves for losses on 
the business has been much 
more conservative than some 
of its rivals. Its loss rate has 
also been lower than others. 
But re-rating is unlikely until 
the bousing market stages an 
unambiguous recovery. On the 
positive side, L&G has halted 
the slide in its market share 
for general life products - 
once the significant market for 
with-profits bonds is excluded 
- and streamlined its distribu- 
tion channels. Nonetheless, 
forecasts for its full-year prof- 
its range widely, suggesting 
the stock should be treated 
cautiously until prospects for 
recovery are clearer. 


Dowding & 
Mills declines 
23% to £6.5m 

By Paul Taylor 

Dowding & Mills, the electrical 
and mechanical repair group, 
blamed the recession for a 23 
per cent foil In pre-tax profits 
to £6J53m Cor the year to Jane 
30. 

Mr Jim Cole, chief e x ecut i v e , 
said yesterday he was "disap- 
pointed” that this was the sec- 
ond year the secession had 
seriously affected trading and 
profitability. Turnover slipped 
by 6.2 per cent to £74.7m 
(£79. 6m) and operating profits 
fall to £7.3lm (£9.0 1 m). bat 
gross margins were main- 
tained. 

After allowing for tax and 
an extraordinary £633,000 
charge related to file cost of 
the group's foiled bid for Tor- 
day & Carlisle, attributable 
profits fell to £S£5m (£5. 46m). 
Dowding and Min» retains an 
8.7 per cent Stake in Torday. 

Earnings per share slipped 
to 3.12p (4.09p) but the pro- 
posed final dividend is 
increased to 1.58p (I-52p) for a 
total Of 2Jfp (2.4p). 

Mr Peter Hollings, chair- 
man, said business remained 
tough “and there Is no sign yet 
of any Improvement or when it 
will occur”. 


Halifax defies gloom with 4% increase 


Davis Service advances 


Proudfoot halved at £12m 


Laporte falls 12% 
in difficult trading 


HOLDERBANIC 


The bearer shares of Holderbank 
are now traded on SEAQ International. 


Kleinwort Benson Securities Limited 

Member of the London Stock Exchange, of SFA and of the ISMA 



LEGRAND HALF-YEAR RESULTS 
net profit + 7% 

The Log rand Board of Directors, chaired by Mr. Francois Grap- 
potto, has approved consolidated financial statements for the first 
half. Key figures are : 


[milBans of FF| 

1st half 1992 

1st ftatf 1991 

Salas 

5,225 

5,026 

Not incanw 

364 

339 

(attributable to Group] 

% of tolas 

7.0 % 

6.7 % 

Working capital provided 
from operations 

772 

749 

X of sates 

15% 

75% 

Capital expenditures 

465 

567 

X of solas 

9% 

11% 


The Board reminds investors that Baco, one af France's top speaa- 
Ests in earth leakage protection and control and signaling 
devices, became part af the Leg rand Group at the end of 
June 1992. 

With net margin a robust 8% and funds generated by operations 
equal to 17% of sales, Baco derives 25% of its revenues from 
export markets and gives the Group added clout in technology 
and industry 


Financial Information : O. Bazil, G. Sehnepp 
lei- : 133.1} *3.60.01.80 


BUSINESS 
LOCATIONS IN 
EUROPE 


The FT proposes to 
publish this survey on 
October 21 1992. 
The Financial Times 
reaches more senior 
European business 
executives whose job 
responsibilities involve 
taking strategic 
decisions about the 
international operations 
of their company than 
any other English 
language international 
publication* 

For more information 
on how to reach this 
important audience, 
please contact : 
Elizabeth Vaughan 
Tel: 071-873 3742 
Fax: 071-873 3428 
or write to her at 
Financial Times Ltd., 
Number One 
Southwark Bridge, 
London SE1 9HL 


or contact your usual 
Financial Times 
representative. 

Data jouw" E/IRS 1991 


FT SURVEYS 


ANZ Grindlays 
Base Rate 

ANZ Grindlays Bank pic 
announces that its base rate 
has changed from 12% pa. to 10% i 
with effect from 
18th September 199Z 


— i Grindlays Bank 

Private Banking 


13 St. James's Square. London SW1 Y 4LF 
Telephone; 071-930 4611 
Member ANZ Group 


7 he COOPERATIVE BANK 


Managed 
Overdraft 
Rate Change 

With effect from dose of business 
on Thursday, 17th September 1992 
The Co-operative Bank Managed Overdraft Rates 
for small businesses mil be as follows: 

% per month 

Premium Rate 1.07 

Standard Rare 1.27 

Nun Standard Kate (A) 1.48 

Non Standard Rate (B) 1.57 

CPI CO-OMRXnVE BANK PUS, 

ETu PART OF THE BflmSH COOPERATIVE MOVEMENT. 

I EUVjnn Srnxt. Manchester. M6(HkR 'lid Hi I -H32 >156. 


COOPERATIVE BANK 


BASE RATE 
CHANGE 


With effect from the close of 
business on Thursday, 17th September 1992 
Co-operative Bank Base Rate 
changes from 12.00% p.a. 
to 10.00% p.a. 


CO-OPERATIVE BANK P1.C- 
PART OF THE CO-OPF.RATIVE MOVEMENT 

1 Balloon Sl, Manchester M60 4ER Tel: 061 832 3456 





TA X-FRFF. S PECULATION 
IN FUTURES 


To ohun pur bR’fttadnulawiunr Fond B.ialiinan- art help 
yw.al Mfctntl Mutnr >v Lm Jndannn 071-S28?£M iirttRr 
ftith IT,lnJnnc.9'll(i«i«nM(iiiil(n.lminff]SUn 


Standard & Chartered 

Base Rate 

On and after 
17th September 1 992, 
Standard Chartered 
Bank's Base Rate for 
lending is being 
decreased from 
1 2.00% to 1 0.00% 

Standard Chartered Bank 

Head Office: 1 AJderm anbury Square, London EC2V 7SB 
Tel 071 280 7500 - Telex 885951 


BASE RATE 

With effect from close of business on 
17th September 1992 
Base Rate decreased from 

12% to 10% 


All facilities (including regulated consumer 
credit agreements) with a rate of interest 
linked to Yorkshire Bank Base Rate 
will be varied accordingly. 


^brkshire Bank 


Head Office: 20 Mcrrion Way, Leeds LS2 8NZ 



MEMBER SFA 


FT-SE 100 
Where next? 

Call for our current views 


CM. Future* I .id 
162 Queen 
Victoria Street 
1-nndon EC-tV 4BS 
Tel 071-124 1010 
Far 071-124 MIS 
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Polypipe advances to £15.4m 


By paufT*y*or ; > 

POLYPIPE, the East growing 
Doncaster-based manufacturer 
of - plastic pipes and fittings, 
raised annual pre-tax profits by 
.11 per cent, from £l3am to 

erS-<fari- 

., Tomever in the i^ months to 
June 30 increased by 33 per 
cent to £X08ai(£8L2m), buoyed 
by a full-year contribution 
from activitie3 bought dating 
E99G-9L The' three businesses 
acquired eadier this year con- 
tributed £10nc 
. Mr Kevta-McDoz^^ 
man and managing director, 
said the disproportionate rise 
in turnover disguised “a strong 
performance by our con plas- 
tic pipe and fittings Interests.* 
- He added feat-tod inclusion 
of toe newly-' acquired busi- 
nesses i • including some 
acquired from receivers which 
historically operated on lower 
margins, helped explain- toe 
apparent . decline in -overall 

margins. • 


tered 


Magnolia 
shares 
tumble 18 p 

MAGNCffiA Group, a maker of 
picture frame mnnhWng« t saw 
its stares fall Up to S6p yester- 
day after reporting first half 
pre-tax profits, down from 
5273,000 to £52,000 and passing 
. its' interim dividend. . 

...Mr Kurt Scharf, qhwtrmaw u 
that after an. encouraging first 
three months there was a 
severe downtumjn the follow- 
ing quarter.,- "■ 1 

. He added: "We behave fbat 
market conditions . will .not 

rmprmre In tha fihmt iwrm and 

we will, therefore continue to 
reduce costs to ensure medhxm 
term profitability at lower lev- 
els of sales.” . , 

- Turnover-fcff the six months 
to June 90. fell 14. per cent to 
£9.47m (£lim) r Earnings per 
share were &6lp &05p). There 
was bul interim , dividend last 
time ofLTSp- ' > , . 

•. i \ ’ 7 ' • : : 

Ernest Green • y ' 
declines to £0*46m 

In a year of iattonalisation, • 
Ernest Green^ -and Partners . 
Holdings experienced -a -sharp- • 
^aili to -^cedtex^gBfitts- from,-: : 
£2. 15m to 5458.000 on sales 
down from£UL7mto £7J4m. 

: The USM-quoted 'strUctural 
and dvfi_engjte$#4ng. consul- : 
tancy took ’dxcQjwqal dost* of - 


Operating profits increased 
to £15.4m. (£13.7m) and 

- included a £200,000 loss 
Incurred by GCA Windows and 
Aquapipes, two -businesses 

•_ acquired in Octoba- last year 
• wUch contributed £6m to turn- 
over. 

' •'The core plastic pipes and 
fittings business increased its 
market ahare and posted oper- 
ating profits of£U5m (£lL2m), 
while other plastic products, 
including the Oasis Leisure 
garden furniture business 
acquired in early 1091, 
recorded operating profits of 
£3L95m (£251m). 

• Since the end of June, 
Aquapipes, which makes single 
and twin-wall drainage and 

- ducting systems for civil engi- 

- rawing , construction and land 
reclamation projects, had 
achieved “acceptable margins.” 

• GCA Windows, which makes 
PVCn double glazed window 

■ mini for and local 

authority applications, is 
expected to produce acceptable 


ma rg i ns shortly. 

The Fordam cistern busi- 
ness, which was acquired from 
Spring Ram in August last 
year, had been transferred 
from Wolverhampton to Don- 
caster and "successfully 
merged" with Polypipe's sub- 
sidiary, Derwent MacDee. 

Interest charges of £54,000 in 
toe 12 months compared to 
£205,000 in receipts previously. 
Despite increasing capital 
expenditure to £L25m (Hum) 

and avanming fidm of debt 
through acquisitions, Polypipe 
had net cash of £800,000 at the 
year end. 

Earnings- per share were 
6.69p (6.63 p), on capital 
increased by the £l3.Bm share 
placing earlier this year to 
fund the acquisiti o ns. 

The proposed final dividend 
of LS4p (L275p) lifts the total 
for the year to L97p (L875p). 

• COMMENT 

Polypipe has managed to shrug 
off the recession so for, and 


NEWS DIGEST 


. £304.000 (£152^00) representing 
Tf ilnnflanfy -ppy nMmtB- 

The dividend for the year Is 
unchanged at 7p, including a 

marfiitnlnwri final of 4J25p, Earn- 
ings per share at 45p (ifl-lp) 
encode an extraordinary profit 
of fils&DOO on the sale tel the 
company's freehold premises at 
: Sydenham, south London. * 

Greater competition 
. leaves MTL lower 

Increased competition for 
scarce orders left interim pre- 
tax profit at MTL Instruments, 
t he mate: of electronic mea- 
suring devices, lower at M.2m, 
comp a re d with EL35m. 

Turnover in the six wnnHw 
to June 30fbr tMs USM-txaded 
company was £92Sm (£919m). 
Mr Ian Hutcheon, chairman 
. and chief, executive, said the 
result was disappointing and 
reflected poor trading in the 
. UK and US, where sales were 
doro almost 20 per cent 
.These was an extr aor di nary 
credit oTBBaOfiOO (£6521000) and 
earnings per share were 8p 
(&5pX The interim dividend is 
raised to L6p (L5p). 

Halved Interest 
diargeboosts Eadie 

A halving- of the interest 

; chaiy ; wii^hlwl Vmtip Hnlrttng ii , 

fee Glasgow-based engineering 
company, to report a pre-tax 
profit of £85,000 in the first half 
■of 1992, , against -losses of 
£854,000,. which included an 


exceptional charge of £133,000. 

Turnover was lower at 
£9JZ2m (£9.64m) and trading 
profits improved 16 pa 1 cent to 
£290,000 (£250,000). After taking 
of a cqirfcjtinnn arwl dis- 
posals the increase was 38 per 
cent, the company said. 

Earnings per share were 
0 Jflp (losses U95p). There Is no 
interim dividend but the com- 
pany still intends paying a 

final of 0 J 5 p. 

Spandex displays 
modest improvement 

Spandex, the USM-traded sup- 
plier of sign-making equip- 
ment, reported a modest 
i m prov e ment in profits for the 
six months to June 30. 

On turnover of £28. 3m 
(£26 Am), the pre-tax balance 
emerged at £2-24m (£2.l6m). 

Mr Charles Dobson, chair- 
man, said that sales of sign- 
making computers were static 
but sales of materials had 
moved ahead strongly. 

The interim dividend is held 
at L9p, payable from earnings 
of lL2p (lL9p) per share. 

Gabicd hit by poor 
men’s wear market 

Gabicci, the USM-quoted 
casual clothing group, reported 
a sharp contraction in annual 
profits, reflecting foiling con- 
sumer demand for its core 
men’s wear brand. 

On turnover down 18 per 
cent to £20m, pre-tax profits for 


pick up some cheap acquisi- 
tions with good growth pros- 
pects on the way. One reason 
why it 1ms been able to buck 
the trend is that only 12 per 
cent of its business comes from 
new buildings. Among its 
recent acquisitions the pur- 
chase of Aquapipes should help 
extend its business in the 
water industry where plastic is 
slowly replacing day and con- 
crete, particularly as new 
Investment in equipment to 
produce large diameter twin- 
wall pipes comes on stream. 
The management is confident 
that it can improve efficiency 
further and plans another 
£12m in capital expenditure 
this year. Together with the 
restructuring of its recently 
acquired businesses this 
should help improve m a rgin s . 
The full year pre-tax profit 
forecast of £i7m looks reason- 
able. On yesterday’s dose of 
lOOp, the prospective multiple 
is about 185 and the stock still 
looks attractive. 


the year to June 19 foil 63 per 
cent to £524,000 (£L43m) after 
exceptional costs of £250,000. 

However, Mr Jack Sofier, 
chai rman, said indications for 
the spring were “looking posi- 
tive” and exports, particularly 
to the US, were “quite buoy- 
ant.” 

Earnings per share dropped 
from &8p to 2Jtf>. The final div- 
idend is cut to 0.6p (2.85p) 
reducing the total to 2p (4A5p). 

Losses and the cost of clos- 
ing the Gransden Casualwear 
offshoot were taken as a 
£314,000 extraordinary charge. 

Margins come under 
pressure at Campari 

Strong pressure on margins led 
Campari International, the 
sporting leisurewear group, to 
report a one third foil in profits 
in its seasonally unfavourable 
first half. 

Turnover for the six months 
to June 30 dipped to £18. 7m . 
(£19.5m) reflecting the dull 
men’s wear market in the UK 
Interest received fell from 
£338,000 to £263,000, leaving 
profits before tax at £1.03m 
(£153m). 

However, Mr Christopher 
Cheng, chairman, said the 
group’s autumn ranges had 
been “well-received”. Sales so 
for in the second half and for- 
ward orders were “comfortably 
ahead” of last year. 

The interim dividend is lifted 
to 385p (3p), payable from 
earnings of 727p (ll.lSp) per 
share. 


Halls Homes 
& Gardens 
taken over 
by receivers 


By Andrew Jack 


Christies deems dividend cut 
wise ‘in uncharted territory’ 


HALLS Homes & Gardens, the 
USM-quoted manufacturer of 

conservatories, garden bond- 
ings and home improvement 
products, yesterday had its 
shares suspended and passed 
into the hands of receivers. 

The action jeopardises a 
£1.5m debt-lnto-eqnity swap 
agreed by National Westmin- 
ster, its bankers. In February 
last year, which reduced bor- 
rowings to about £&3m. 

NatWest subscribed in foil 
to a 1.5m issue of 7 per cent 
preference shares of £1 par 
redeemable in 1993-95. The 
company launched a £3.2m 
rights issue at the same tfane 
without which it said it would 
“almost certainly be unable to 
continue trading”. 

Mr Tony Hought o n and Mr 
John Richards, partners in 
accountants Touche Ross, 
were appointed receivers. 

Mr Houghton said the com- 
pany had suffered from the 
effects of the recession, which : 
reduced demand for its prod- 
ucts, cut margins and put pres- 
sure on liquidity. 

But he added a note of opti- 
mism for the employees and 
creditors. He said that receiv- 
ership allowed him to “run the 
business as a going concern 
with a view to selling it on as 
such". 

“We will be looking to do so 
once we have had time to tally 
Investigate,” he added. 

Mr Neil Curtin, the manag- 
ing director who was 
appointed last November, was 
last night unavailable for com- 
ment 

Halls Homes & Gardens was 
established In 1984 and came 
to the CSM in 1986. It cur- 
rently employs 175 people, pri- 
marily at two sites in Kent It 
also has a long lease on a 
paint factory in the region. 

In the latest foil accounts 
for the 12 months to December 
31 last year, the company 
Bhowed a loss of £7te on a 
turnover of £20Am. It had net 
current liabilities of £3J»m- 

In the first 'half of this year 
it returned into the black with 
pre-tax profits of £529,000 cm 
turnover of £ 12.7m. It declared 
no dividend. 


By Maggie Uny 

CHRISTIES International, the 
auction house, cut its interim 
dividend from 28p to Ofip yes- 
terday. 

The move followed the 
reduction In the 1991 dividend 
from EL3p to &3p through a 5p 
cut in the final payment 

Christies had said In March 
that toe lower level of divi- 
dends should be seen as a base 
for the foture. 

Yesterday Mr Christopher 
Davidge, managing director, 
said that the group had 
been expecting an upturn 
towards the end of the current 
year, but that had not hap- 
pened. 

Now, he said, “we are living 
in uncharted territory." The 
interim payment was prudent 
and a judgment would be made 
at the year end. 

If the board had declared an 
uncovered dividend, he said. 


it would have implied that it 
knew what the future held. 

Earnings per share fell from 
088p to 0.7p. Christies’ shares 
fell 3p to i05p. 

The group's interim pre-tax 
profits fell from £3.04m 
to £2.11m due to lower 
interest receivable of £l.4m 
(22.4m). 

Operating profits rose from 
£608,000 to £718.000 on 
Increased turnover of £5Mm 

(£50.6m). 

Lord Carrington, chairman, 
said: “We recognise that we 
have much to do to provide our 
shareholders with an accept- 
able return.” He is stepping 
down next May in favour of Sir 
Anthony Tennant, although he 
will remain a non-executive 
director. 

He said “conditions in the 
art market were little changed 
in the six months ended June 
30.” The balance sheet «Hll had 
net cash of £i6m at June 30, 


which gave the group flexibil- 
ity and security. 

Mr Davidge said auction 
sales of £290m (£288m) had 
been at about that level for 
three halves now. 

Private treaty sales rose 
from £3m to £17m, however, 
including the sale to the 
National Gallery for £l0m of 
Hans Holbein's portrait of A 
Lady with a Squirrel and a 
Starling. 

During the half year Chris- 
ties also handled the sale of a 
Canaletto for £10.1m. 

Mr Davidge said that 
although there was a good 
mixture of works for sale 
in the second half, there 
was “nothing headline fetch* 

* _ M 

I P S* 

Christies had 23 items to sell, 
which would raise more than 
$lm (£500,000). In addition a 
S50m Impressionist sale and a 
$30m contemporary art sale 
were coming up. 


Logica almost doubled at £7m 


By Alan Cane 

LOGICA, the computing 
services company, saw pre-tax 
profits almost double last year 
as its troubled North American 
subsidiary returned to the 
black. The shares rose I Op to 
dose at 140p. 

Profits before tax were 
£7Dfon. Last time’s £3.7m was 
struck after restructuringcosts 
of £&4m. Sales were slightly 
higher at £200.4m (£197.3). 

Earnings per share were 7p. 
against losses of L6p after a 
higher tax charge of £4JS4m 
resulting from overseas losses. 
The proposed final dividend is 
25p making a total of 3.65p 
(3-5p) for the year. 

Year-end cash balances stood 
at 213.7m, against £15m at the 
beginning at the year. 


The results have been 
depressed for the past two 
years by a combination of the 
recession in the UK and steep 
losses in North America. 

This year sales in the UK 
grew from £114m to £122m with 
profits slipping from £&8m to 
£7.1m. North American reve- 
nues slipped from £26.3m to 
£23.8m, but the subsidiary 
ended up E550JXI0 in the black, 
compared with a loss of £2.7m. 

The main reversal was in 
mainland Europe where profits 
of £2m last year became a 
£L7m loss as the German econ- 
omy deteriorated. 

Mr David Mann, Logica man- 
aging director, said he did not 
expect to see much of a contri- 
bution to profits from main- 
land Europe or elsewhere out- 
side the UK in the coming 


year. Priority in North Amer- 
ica was being given to invest- 
ment In marketing and sales. 
Exchange rate movements had 
contributed nothing to the 
results. 

• COMMENT 

Logica has put up a strong per- 
formance in its key market, 
the UK, in atrocious condi- 
tions. The computing services 
sector is suffering unrelieved 
gloom at present so analysts 
are taking a cautious view of 
Logica’s improvement. Never- 
theless, the management's 
decision to cut hard and deep 
last year has been vindicated 
and the North American black 
hole has been plugged. Pre-tax 
profits of £10m next year, giv- 
ing a prospective p/e of 13A, 
would not seem ambitious. 


Spurs back in black with £2.7m 


By Jan* Fufler 

TOTTENHAM HOTSPUR, toe 
football dub controlled by Mr 
Alan Sugar and Mr Terry Ven- 
ables, turned round from a 
£l.78m pre-tax loss to a profit 
of £2^6m in the year to May 8L 

Mr Sugar, chairman, whose 
other company Amstxad sells' 
satellite dishes, commented on 
the opportunities offered to 
Tottenham from the deal 
between the Premier League 
and BSkyB. 

Mr Colin Sandy, finance 


director, said the club could 
earn anything from film to 
over £2m, compared with hun- 
dreds of thousands from the 
previous deal for league games. 

Borrowings were reduced 
from nearly £llm to £4.3m. 
with the help of a £7m rights 
issue, and net assets improved 
to £22m (£12. lm). The interest 
bill declined to £L18m (£L29m). 

Turnover rose to £19. 3m 
(£18J2m) and operating profit 
amounted to £3 Aim (£512,000). 
Earnings per share emerged at 
202p (losses of 17Ap). 


No dividend could be paid 
because of a lack of distribut- 
able reserves on May 31. A 
transfer from the share pre- 
mium account has since 
righted this and Mr Sugar said 
there would be a special 
interim dividend. 

The figures did not include 
the £5.4m received from Lazio 
of Italy for Paul Gascoigne. Mr 
Sandy said that since the year- 
end a total of £8.15m had come 
in from player sales while 
£6.25m had been spent on 
seven players. 
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v >< FIDELITY PACIFIC FUND S.A. 

. -O v - - Incorporated nndpr. the laws of Panama 

NOTICE OF ANNUAL 

<jr; ... GENERAL MEETING OF SHAREHOLDERS 

; . " 

Please taki^bdce that the AnnutfGeoeid Meeting of Shazehoklera of Fidelity Pacific Fund 
S.A. ^J» |Gor?Joratiou ’) wai takeplace ^IOK)Oa.m. at the Corporation's principal office, 
Pcmbrake'Hall, Hanbroka, Bermuda 00 October 2, 1992. 

The foUowgtg matter* arc on the agenda for this meeting: 

.L. Ri^detitimof tbefoQowing individnals as Directors: 

: EdwttifcC. Johnson 3d - - • Claries A. Fraser 

- BanylSL t Bateman Jean Hamilius 

' Chatte T. .&& Colitis H.F. Wn den Haven 

. 2. Review^? the balance sheet and prafit-andrloss statement of the Corporation for the fiscal 
' ysar epded. May 31, 1992. 

.3.. Ifatificaitfon of actions taken by the Directors since foe last Annual General Meeting of 
ShareS&i3ert. H 

4. W** 1 " ft*** 1 *™*** Manager urnee the last Animal General Meeting 
" ofShradboIdecs. - . i 

5. CoMitotou of «k* other business as may properly come before the meeting. 


Holders qfrre&tyered.riunM may vote ty proxy ly mailing a farm of piracy obtained from the 
Ftind's prihdpal office in Bermuda or from the institutions listed below to the following address : 

Fkk||jr Badfic Fund S.A. 
c/oJEMdity lnteniationri Lamited • 

pa f&c KM 670 

HamSfea HWCX, \ 

- ' BERMUDA 

Haldera cfbeacer shares may vote by proxy ty obt a i nin g from the institutions listed below a 
form offceiater shareholders proxy, certificate of deposit and receipt for bearer share certificates, 
againstdqM^sxt of theirshate certificates, and mailing the proxy and certificate of deposit to the 
. Corporation; aerhe address set forth in the preceding paragraph. Alternatively, holders of bearer 
shares wishing ta exercise theit rights personally at the meeting may deposit their share cer- 
tifkafcs, or a certificate of deposit thercfor, with the Corporation at Pembroke Hall, Pembroke. 
Bermuda, against receapt tbesefor, which receipt will entitle said bearer shareholders to e*er- 
:cise such rights. • •• 


Fidelity International Limited . . 

EG Bax HM 570 
HamflwnHMCX, 

BERMUDA ' ■ . v • • 

Fidelity Investments Luxembourg S.A: 

■ Ksnsalfis House, 3rd Fit 
Place derEtoite 
Bote Po«ale 2174 
L-1021 LUXEMBOURG ' 


Fidelity Investments (C.I.) limited 
4ft The Esplanade 
St. Holier, Jersey JE4 8WW 
CHANNEL ISLANDS 

Fidelity Investments International 
Oakhill House 
DO Tombrid^ Road 
HildenbOrCMlgh 
Kent TNU 9DZ 
ENGLAND . 


AttpftMues (and ce(tific«tes of deposit issued to bearer shareholders) must be recei ved by the 
■ Corporation noc later than 9: 30 ^m. i»C)ctoberZ 1992, in order to be used at the meeting. 

-Dated; August 24; 1992 . j 

HYbODER OF liffi MANAGEMENT, CHARLES T.M. COLUS, SECRETARY 




Girobank 


Girobank announces that 
with effect from 
close of business yesterday 
(17 September 1992) 
its Base Rate was reduced 
from 1 2% to 
10% per annum. 


Girobank pic 10 Milk Street LONDON EC2V 8JH 


BASE RATE CHANGE 

Union Bank of Switzerland, London 

announces that 

with effect from the close of business 
on 17th September. 1992 
its Base Rate was reduced from 
12% PA to 10% PA. 



Union Bnnkof SuHueriand. PO Box 42S. 

W0 Liverpool Street. London EC2M 2RH. 
Incorporated in Swiizerfand with limited liability. 


Currency Fax - FREE 2 week trial 

C:-',: Anne Whitby 
Tel- 071 -73d 7174 
Fax: Q71-u39 4966 
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ANNOUNCEMENT 


Half year to 30ch June 1992 


Highlig hts of 
Unaudited Group Results 




TURNt>yER 
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RMC Group pXc. 


RMC House. Loklhaibour Line, 
Thotpc, Eftham. Surrey TW20 8TD 

Operating iniomaUonaJly in Austre. 
Belgium, France. Gcnnany, Hunpuy. 
baud. Netherlands, PomigaL Repubikr 
of Ireland, Spain, United Kingdom 
and USA. 


exchange rot-:- upc-;ijiis'.s (or ever 18 years 





28 


COMPANY NEWS: UK 


FINANCIAL, TIMES FRIDAY SEPTEMBER 18 1992 


APY declines 17% to £12m 



Clive Strowgen problems at French bakery operations 


By Peter Pearse 

APV, the food manufacturing 
equipment maker, blamed the 
lack of even a modest eco- 
nomic recovery for a 17 per 
cent Call in profits for the first 
half of 1992. 

The return on sales margin 
slipped from 5.1 to 3.8 per 
cent 

The pre-tax decline to £12nx 
(£14 .5m) was struck on turn- 
over up 8 per cent at £43?m 
(£402.9m). 

A fail in other operating 
income to £1.7m (£4 .3m) con- 
tributed to the near-20 per cent 
slide to £16.5m (£20.5m) in 
operating profits. 

APV said that demand had 
fallen in its dry food side, with 
sales down 10 per cent at 
£127 Jm and profits tumbling 
to £1.4m (£5. 6m). 

Mr Clive Strowger, who 
became chief executive in July 
after the early retirement of Mr 
Fred Smith at the end of 1991, 
said that the French bakery 
operations had suffered partic- 
ularly from a lack of orders 
and a downturn in profit. 

Also the “adverse’ 1 economic 
climate led to “traditional cus- 
tomers deferring capital invest- 
ment programmes”. 


With competition growing, 
net margins shr ank from Sit to 
1.1 per cent in the division. 

However, Sir Peter Cazalet, 
chairman, asserted: “APV will 
undertake no meaningful work 
at less than cost” 

By contrast, the liquid food 
division, fuelled by growth in 
continental Europe and Asia, 
lifted profits from £10.5m to 
£lL3m on turnover up almost 
20 per cent at £247.3m 


(£206.9 m). Margins slipped 
from 5.1 to 4.6 per cent - the 
company said there was a 
“shortfall in high margin 
orders”. 

In the “hotch-potch" group of 
companies, of which Vent- 
Axia. the UK ventilation fan 
maker, is “ the largest and the 
best”, according to Mr 
Strowger, profits eased to 
£3 .8m (£4.4m) on turnover 
ahead at £61 5m (£54m). 


Earnings per share emerged 
at 2£p (35p) net and 35p (3.7p) 
on a nil distribution basis. 

The interim dividend is 
unchanged at 2p. 

• COMMENT 

Leaderless for the first half, 
APV now has Mr Strowger at 
the halm, and it needs him to 
sort out the margins problem. 
Mr Smith tended to acquire 
companies and then let them 
get on with running them- 
selves. It is to be hoped that 
the new chief executive will 
identify the over-complexity of 
the group as a fundamental 
problem - it has 40 companies 
with 130 operations. Stronger 
central controls are needed to 
taka strategic p lanning , prod- 
uct development and market- 
ing by the scruff of the neck 
and Mr Strowger has his work 
cut out The dull results will 
remain so, though the “disap- 
pointing” order intake since 
June is a worry for a company 
With high operational margins 
Forecast full-year pre-tax prof- 
its of about £30m give a multi- 
ple between 12 and 13. There is 
no great pressure on the divi- 
dend, though thing s will drift 
until Mr Strowger has made 
his presence felt 


Oliver Group 
cuts half-year 
loss to £4. 87m 

The Oliver Group, footwear 
retailer, reduced its pre-tax 
loss from £5 5m to £457m in 
the half year to June 30. 

Overall turnover rose mar- 
ginally to £37.5m (£36 5m), but 
margins had been hit by rising 
occupancy and utility costs, 
and wide-spread retail price 
discounting, Mr Ian Oliver, 

chairtimn , paid. 

The sale of the framing divi- 
sion had been followed by the 
disposal of a number of uneco- 
nomic footwear branches and 
further disposals were 
planned, he said. 

Losses per share Increased 
to 1958p (I8.08p) and there is 
no Interim dividend. 

Mr Oliver said he was step- 
ping down from the board 
with immediate effect for 
“someone unfettered by recent 
history”. Mr Denis Cassidy, 
chairman of Boddlngton 
Group and Ferguson Interna- 
tional, will succeed him. 


Bemrose advances 15% 


By Roland Rudd 

A STRONG performance from 
its DS operations helped Bem- 
rose Corporation, the printing 
group, report a 15 per cent 
increase in pre-tax profits, 
from £L61m to £L85m, for the 
half year to June 27. 

Sales rose to £225m (£21 .5m). 
The group’s core business of 
security printing in the UK 
continued to perform strongly 
on the back of term contracts. 

Three of the group’s main 
cheque contracts have been 
renewed for three to five years. 


although it expects to lose 
orders as the banks take more 
work in house. 

Of its US businesses. Renais- 
sance Publishing consolidated 
production from three to two 
factories and inwtaHpd a new 
Harris Web press at a cost of 
almost $3m (£L68m). 

Bemrose Yattendon, the 50 
per cent-owned printer of speci- 
ality advertising, raised operat- 
ing profits by 40 per cent 

Earning s per share rose to 
7.14p (6.49P). The interim divi- 
dend is nm-hanppH at 4,3p. 
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Frank Usher 
makes sharp 
recovery to £lm 

The effects of recession foiled 
to prevent Frank Usher Hold- 
ings, the USM-traded women’s 
HnfMng group, from achieving 
a sharp recovery In full-year 
profits. 

Despite a reduction of gross 
margins in the second half, 
pre-tax profits for the 12 
months to May 31 jumped 
some 38 per cent, from a 
depressed £775,000 to £L07m. 

Exports accounted for 44 per 
cent of turnover marginally 
ahead at £15. 6m. There were 
record orders for the autumn/ 
winter collections. 

Mr Christopher Norland, 
chairman , aairi that had debts 
increased reflecting lata deliv- 
eries from fabric and subcon- 
tract manufac turing suppliers 
and slower payments by cus- 
tomers. It was not a cause for 
concern, he added. 

The proposed final dividend 
is 3p for a total of 5p (4p), pay- 
able on earnings of 105p (72pX 


John Lewis 
down 15% 
as recession 
continues 

By John Thornhill 

SALES AT the John Lewis 
Partnership's department 
store chain have been “encour- 
aging” since the beginning of 
August adding to the accumu- 
lating evidence that retail 
sales have strengthened over 
the past few weeks. 

However, the employee- 
owned retail group, which 
runs 22 department stores and 
99 Waitrose supermarkets, 
yesterday reported a 15 per 
coat foil to gg fl-gm In i nfpf li" 
pretax profits, reflecting the 
effects of recession and Sun- 
day trading by rivals and 
humeawd interest costs. 

Announcing his last set of 
results before retiring as 
chairman, Mr Peter Lewis took 
the opportunity to condemn 
the government’s continued 
failure to intervene to prevent 
unlawful Sunday trading. 

“It must be the first sales 
tax ever exacted for keeping 
the law and handed ova for 
the benefit of the delin- 
quents," he said. 

In the half year to July 25, 
JLP’s sales were 2 per cent 
ahead at £l.G9ba. However, 
department store sales 
declined a to £501 5m — 
“a result the like of which I do 
not think I can recall," said Mr 
Lewis. 

Waitrose «»m«» muter pres- 
sure from competitor openings 
bat poshed sales op 4 per cent 
to £5 735m. The company said 
there had been some sharp 
foils in some food prices which 
had lowered cash takings. 

The wholesaling and manu- 
facturing businesses recorded 
a more encouraging perfor- 
mance with a 13 per cent 
Increase in sales to £19.7m. 

Trading profits fell 5 per 
cent to £38m, bat were farther 
eroded by a higher Interest 
charge. of £ 12.1m (£10 5m). 
Costs were reasonably con- 
trolled bat continued to rise 
faster than sales. 

Mr Lewis said he did not 
think it was likely that there 
would be a general economic 
boost before the end of the 
year, but thought there was 
room for profits improvement 
through the individual efforts 
of JLP’s employees. 


Electronic market problems 
behind setback at Canning 


By Paul Cheeserlght, 

Midlands Correspondent 

PROFITS AT W Canning, the 
Birmingham-based speciality 
chemicals manufacturer and 
electronics distributor, 
declined slightly during the 
first half of 1992 as it faced 
continuing problems selling 
components in continental 
Europe. 

The pre-tax line amounted to 
£351m (£355m). Total sales of 
£59. lm were down on last 
time’s first half figure of 
£61.7m but higher than the 
£55.4m recorded in the 1991 sec- 
ond half. 

The sales pattern reflected 
the group’s changing shape. Its 

drive into »iahA rinwnirai mar- 
kets produced growth while 
commodity price redactions 


helped to protect margins. 
However, sales declined in the 
electronic component markets 
of Germany. France, Italy and 
Spain and provoked a decision 
to change the focus of the busi- 
ness from generalised to speci- 
alised distribution. 

Chemicals’ operating profits 
were £3.9m against £700500 for 
electronics. In the 1990 second 
half the two divisions made a 
roughly equal contribution to 
operating profits. 

Electronic market problems 
led Canning to dose its Semi- 
tronic subsidiary in Spain, a 
withdrawal from the market 
which takes £2m off sharehold- 
ers' funds. This has been par- 
tially offset by the sale for 
£l35m of a 90 per cent share- 
holding in LJ Specialities, a 
chemical company. Gearing by 


the year should be down 
from 58 per cent to 50 per 

cent- . 

Although Mr David Probert, 
chairman, expects continued 
growth on the chemical side 
and a return to prosperity in 
electronics by the end of 1993, 
he noted that “there is consid- 
erable uncertainty in many of 
the group’s markets with no 
discernible sign of a general 
improvement In demand." 

This uncertainty has been 
compounded by the events sur- 
rounding the parity of sterling. 
“Forecasting is more difficult 
than i have ever known it," he 
said. 

Nevertheless, the group bad 
ppnmg h confidence to maintain 
the Interim dividend at 2.94p, 
based on earnings per share of 
5.9p (65p). 


Charles Baynes falls to £1.88m 


By Peter Pearse 

CHARLES BAYNES, the spec- 
ialist pn gl flooring and packag- 
ing distribution company, suf- 
fered the expected downturn in 
profitability in the first half of 
1992, reporting a tall from 
CT fWm to £t 88m pre-tax. 

However, the directors said 
they had aiMig h confidence in 
the longer term outlook and 
tiie group’s cash position to lift 
the interim dividend by 5 per 
cent to 0525p (05p). Earnings 
per share declined to 1.05p 

a*). 

The cash position was far- 


ther enhanced to £12m after 
the period-mid by the sale of 
the building components divi- 
sion to Williams H ol di n gs, the 
industrial conglomerate, for 
£85m cash. 

Turnover in this division, 
affected by the "dire straits” of 
the construction sector, had 
fallen 17 per cent in the half, 
though there was a small 
profit, the company said. 

Group turnover improved 
from £34. Im to £37 5m but the 
company «ald a direct compari- 
son was not meaningful. It 
pointed to the acquisitions of 
Fist Fast and Truflo for £105m 


in April 1991, the closing of 
Stoneguard in 1991 and the 
acquisition of Frank Ford, the 
aircraft components business 

for £lJm in January. The com- 
pany said that on a comparable 
basis turnover fell 10 per cent 
from 1991 levels. 

Aerospace, the largest part of 
the group, saw sales fall 28 per 
cent due to difficulties from re- 
scheduling orders, white sales 
of fry hnir-al products fell 17 per 
cant, leavened only by the Bel- 
gian valve business. Packaging 
was the bright spot with a 9 
per cent Increase, though 
demand was flat 


Store’s slow start hits Bentalls 


A slow start to the newly 
acquired store at the Lakeside 
shopping centre in Thurrock, 
Essex, accounted for just under 
half of the £1.05m pre-tax 
losses reported by Bentalls, the 
department store operator, for 
the half year to August L 
The deficit compared with a 
£207,000 profit last tima 
Mr Edward Bentali. chair- 
man, said that with consumers 
still reluctant to spend, direc- 
tors had been reviewing 
operations to identify how far- 
ther cost savings could be 
maria The head office was to 
be relocated, while the situa- 


tion at Lakeside was being 
assessed. 

He said trading In August 
had shown a considerable 
improvement over last year, 
while further sales gains were 
expected when the Bentali 
Centre opened in November. 

Agreement had been readied 
to sell the Bentalls charge card 
business to GE Capital. The 
move would reduce borrowings 
by more than Eftm. 

Turnover edged ahead by 
£lm to £3I.5m. Losses per 
share were 1.63p (052p earn- 
ings), bat the interim dividend 
is maintained at 0.6p. 


Building products 
side mars Folkes 

A deterioration in the 
performance of its engineering 
and building products divi- 
sions resulted in a 24 per cent 
decline at Folkes Group in the 
first half of 1992. 

Pre-tax profits fell from 
£850,000 to £650500 and sales 
contracted to £20.4m (£23. 4m). 
Interest paid rose to £73.000 
(£3,000). 

Directors said that the prop- 
erty division maintain ed prof- 
its at the same level as last 
year. 

The interim dividend is 
maintained at 0.575p on earn- 
ings per share of L25p (L57p). 


A unique opportunity 
to acquire one of 
London’s Great Estates 


Till; LANG1IAM INSTATE. LONDON. Wl 



142 Freehold Properties 
c.ll Acres 

Current Income £7,170,338 per annum 

(including unlid pm cd income from properties under offer) 


For further information contact 
Marcus Rose or Paul Abrey 


DEBENHAM 
TEVVSON & 
CHiNNOCKS 


3 - 5 Swallow Place, London W1A 4NA. Td: 071-408 1161 Fax: 071-493 0937 


Barclays Base 
Rate Change. 

Barclays Bank PLC and 
Barclays Bank Trust Company Limited 
announce that with effect from 
18th September 1992 their Base Rate 
is decreased from 12.0% to 10.0%. 


BARCLAYS 


BAKLWS BANK PIC AND BARCLAYS BANK TRUST OOKMNY LIMITED. 
REGISTERED OFFICE: 54 LOMBARD STREET; SC3P3AH. 
REGISTERED NUMBERS: 1026167 AND 92088a 



BASE RATE 


Lloyds Bank 

With effect from 


Base Rate* 

Thursday 17th September 1992 



Coutts &Co 


Lloyds Bank Pic has reduced 

have reduced 


its Base Rate from 12.0 per cent 

their Base Rate 


to 10.0 per cent p.a. with effect 

from 12% to 10% 


from die dose of business on 

per annum. 


Thursday 17 September 1992. 

AU facilities (including regulated consumer aedir a^eements) 
with a rare linked ro Coutn Base Rare will be varied axxotdingjy. 


The change in Base Rare will also be applied from 
the same date by Lloyds Private Banking Limited. 






[fp|[ Lloyds 



Bank 

440 Strand, London WC2R0QS 


THE THOROUGHBRED BANK. 

Lloyds Bank Pic. 71 Lombard Street, London EOP 3ES. 


National 
Westminster 
Bank 

National Westminster Bank 
announces that 
with effect from 
17 September 1992 
its Base Rate 
is reduced from 
12.0% to 10.0% per annum. 


All facilities ( including regulated consumer credit 
agreements) with a rate of Interest linked to 
NatWest Base Rate will be varied accordingly. 

National Westminster Bank Pic 
41 Lothbury London EC2P 28P 
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Simon finds ‘green’ profits elusive in a recession 

Angus Foster reports on the engineering group’s decision last month to axe its environmental arm 


, j, 4 


FOUR YEARS after first 
touting -itself as an environ- 
mental stock, a label which 
lifted its shares to a 40 per cent 
premium- to its : . sector at one 
stage,“Simon Engineering has 
decided the grass perhaps is . 
greener elsewhere. 

Last month the : company 
announced it was putting its 
main environmental . busi- 
nesses up . fox i sale. These 
include Sinion!s waste water 
treatment business, which 
makes: sewage .and Industrial 
effluent treatment equipment, 
with, annual safes of £65m, and 
Its environmental consultancy 
business , with sates of £35m. 

Several international' groups, 
believed to include. SAUR of 
France and Waste Management 
. (tf the US, have shown inter^. 
Simon hopes Barings! its advis- 
ers, can finalisd the disposal 
before preliminary results axe 

announced in March. •• 

The money raised, perhaps 
as much as £50m, will be 
invested in its three remaining 
core businesses of access 
equipment, industrial services 
and process engineering. 

The announcement, which 
accompanied news that pre-tax 
profits fell from £10.4m to 
£6.05m in the six months to 
June 30, led to a fertftetfeft In 
Simon's Glares. They stood last 
night at 138p, only a few pence 
above a 12-year low set on 
Wednesday, and. down- from a 
peak of 410p in July 1990. The 
City felt it had been miaW and 
that Simon’s decision to go 
"ex-green” suggested it was 
unsure of its own direction. 


One analyst, who did not 
- want to be named, said Simon 
had become a/corpoxate mag- 
pie”. 

. "They seem to pick things 
op, get bored .with them, then 
fly on to something else, fit’s a 
valid question to ask if they 
really know what they are 
doing* he said. 

Institutional shareholders, 
who include Confederation 
Life, the Prudential and BAT, 
were more understanding and 
■said the City was partly to 
(dame. "The City helped make 
this into a green stock and 
pushed it to ludicrous levels, ft 
is partly their fault the com- 
pany » not what they thought 
it was,” one large s h areholder 
said. 

Simon’s own view of the dis- 
posal lies in its recent history. 
Under the management since 
1988 of Mr Roy Roberta, former 
chairman of Dowty, and Hr 
Brian Kemp, chief executive 
since 1989, Simon has been 
restructured from a sleepy 
industrial bolding company. 

Business areas were cut from 
18 to four and exports became 
a priority. In 1990 the company 
raised £46m through a rights 
issue. The money was used on 

acquisitions «iH «ra pana(tm of 

the four cure businesses. 

Simon Access, which makes 
powered access equipment 
such as truck-mounted plat- 
forms, made acquisitions in the 
178 and Europe. Industrial ser- 
vices was expanded with last 
year's takeover of Robertson, a 
geological consultant About 
£25m was spent developing the 


Simon Engineering 

Share price (pence). :. . 
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environmental division, 
through smaller takeovers 
such as Hydro-Search. 

Mr Kemp said the four- 
pronged strategy had been 
scuppered by recession. “We 
said at the rights issue we 

could afford to maintain those 
four on the back of our increas- 
ing earnings. But since then 
our gaming s have halved and 
the whole economic back- 
ground is a good deal more 
pessimistic,” he said. 

The axe fell on the environ- 
mental arm because customer 
gponrUrtg 1 and new environmen- 
tal Legislation did not come as 
quickly as Simon expected. Mr 
Kemp said UK water compa- 
nies had invested in large scale 
infrastructure projects, but 
spending on sewage treatment 


equipment was 20 per cent 
below expectations. 

“We have seen in the last 18 
months that greenness is not 
always associated with profit- 
ability and results have been 
poor,” be said. 

There is sympathy for this 
view among analysts, who sus- 
pect Simon also realised the 
environmental market would 
only become more competitive 
as larger foreign companies 
moved in, forcing margins 
down. 

Mr Kemp agrees Simon was 
neither big enough nor a niche 
business. "We would have had 
to spend a lot of money getting 
there. But you cannot, in this 
climate, proceed on all four 
fronts at the same time - There 
are questions of management 


PETR6LEO brasileiro s. a - petrobrAs 

Notice of Meeting 

To the holders of the 
ECU 50,000,000 
12 per cent Notes due1994 
of 

Petrtfeo Brasileiro S. A. - PETROBRAS 


dated 16th October, 1991 and made between Patrileo Brasfleiro S-A- - PETROBRAS 
Agency Agreement”) relating id the above-mentioned Notes (the 'Notes*) that a Meeting 
fihe " M ee ti ng") alllie holdere (toe "Nofaholdara'lof tbs Waist is convened fly thabsuor and wfll be rwVat10Ma.ru on 120i October. 1902 at the offices of Slaughter and May at 

' far the purpoee of considering and, B thought R, 


NOTICE IS HEREByQIVEN In flGContanee With the provisions ol the Fiscal Agency Agreement 
(the 'issuer'), Bancjus tndoeoez Luemboum (the a nml AgenO and Where (the "Hscel Aga 
7th* 'Meeting”) of the hoidare Mm ‘NoMbokMrsnor the Nates is convened by the issuer and ■ 


WbotaateHouee. Coiman Street London ECS 
Reedutkn. . 

DetaflsoMbe becfc(paiiorf to, and the mesons tot Bw proposed 
NoteMdate at .the apedfled office* of the Recal Agent end the othar 
The reeo(ull6(i to be prapoeed at the Meeting bee totonnE- 


■ THAT Me meeting <4$*boi0iieof lbs ECU sojuxuno ia per cent. Noun due 1BB4 (Hie 
^afAgancy Anosmia phe-Recd Agency Agreemenr] dated ifitfi October: 1V91 and n 
. herabysr ^ '• ■ ■ - 


. passing the resolution eat out below which wH be proposed aa an Extmonfinary 

Resolution are contained In an Explanatory Statement, copes of which are available for cdecilon by 
the 'Agents'), the addresses ol which are stated bekw. 


EXTHAOROWAHY resolution 

*NoMM”) ol PebOieo Brasfleiro SJt. - PETROBRAS (the ” Issum'), Issued pureuam to a 
1991 arid made between the (settee Banque indosuaz Luxembourg (the 'Fiscal Agent ) end others. 


(Q inwotabtyappi x ivae and s anctions an amendment oflhe'fttms and CondUone of the Notes at the request ol the issuer ao that Condition 3 Iheteol.ehal be subetMuted by tha 

M o wn p- 

. •S.NagaiiimSMga ; 

. So loty aeanxHat s or Coupon iewtsinsotAS l amanq(bedeflned In the Fiscal Agency Agreament):- 

t (a) tha fcwbbc.’^Twt'craaleor po^ttiA to substM »ny Securttyi other than PerrontoO SocurBy, upon the wrhote or any part at Lta undertaking or assets, presam or futura 
(incMbig unyjDncnedcnidtal). to aecorafl) any ot He IndeMBfirteeafli) eny ot its Quaranteoe or (til) the Indebtedness or Guarantees erf any otherperaon: 

: |b)' the hteqer jrffl prooore that none of its SobsMartss «M craote or perm*? to subsist any Security; other than Permitted Security, upon the whole or any pert of such 
SutMkBBryewKMtaktag or mats, present or futute flnotuting eny uncaHsd capital), to sacurs (I) any ol the Issuer's IndablatbMSS or Guarantees (11) any ol Ba own 
tadabta dn a a a or Quamntaas or («) the Indebtedness or Guarantaea of ary other person; 

■ fo)The IwuerivBIntRpaiiTrt aty parson, other than an OncWPenton In respect of RebMBni mdebtedneee, to give e Quarantao In respect off!) its own indebtedness or 
Quarantoesi* ;^) the fndsbMbMaa or Guanntaes of any ;offts Subsidiaries: 

(d) the Issuar wRKOnotgivBa Querantae. othsr thona Pennittad Guarantee, ot the Indebtedness or Quarantees of Us Subsidiaries or (H) not give a Guarantee of the 
indebtedness or QmnntMa of eny ofter person; ' 

1 wlthouRaxOflM ln‘theca»o o/ panoraphs (c) and (d)) ai the same time or prtor thereto aocurlne tha Notes oquoJTy end raouibJy ihorowitfi or providing such other security tor ihe 
Not— mhaflbe ep oroved by mn Extraocrfloary ReeoluUon (aa doltnwd In the RecaJ Agency Agreement) oi Noteholders. 

FbrBHspurpdeearunnlheca*Jof‘Sut)6ldtary’torthepurpos«solCondBtan10>- 
flj' ^ rehuaisiniaB* neons ainy obflgadon of a porson to pay the Indebtedness of another parson Indwfing without DmHaUon:- 

(A) an obSgaflootopayorpurcb—e such Indobtodmaa; 

(B) BiobUgaaon Hyland m«wy or toputOha— or subscribe lor sfiama or other securttios or Id putchau assets or services In order to provide lunds lor Hie payment of such 


(C) an tadwnaty ageinet the oonsequaoc— ota default In the payment ol such In debtedness: or 

-AB wyotha^greaqiant lobe reaponaMe far such IndablmPiees. 

. ..i tndsbtad n s— 7 means any obfl 
money raised by ^esptenc— and I 

(3) ‘QtlclafPers^ oieane (a) tfwBrazUan Federal Govemmeraur anyBiazfllanqo— mmemalaaency or department, (b) any otflctolgouammental agency or department of 
any oHwr cqmttr» Wany —port credit agency of any country or (d) any supranadanal or muBHaiersi agency or entity 

(4) "Pwmttad Qdsrantss' means a Guarantee by the issuer ot any Indebtedness of eny of its Subskaaries in connection with the construction or acqusrtian (i 

v. -- “* fSube M BrybanehctaBy owned as K> 100% of Ha voting and other rights by the 


(2) ' I ndsfatsd n SM g iweaMssyaB | gon|wlia^ present or future, actual or contingent) lor tha payment or repayment ol money which has been bonowed or raised (InclueSng 


by the te 

of Pny.dWng rig. drWng or production pfetform or mart— vessel or (b) by ^sny i 


a of 


eny othsr pispior ^qu lptwsrtf which the toauroirtl— Is momed—nisgeouaiy acqUred or construcwd by such Subefcfte ry than me issuer. 

(5) 'Pnrndled S4curfty*nwanS!- 

(A). SefliMfflfMlSd In respect of tndst—*»as incurred by the teeuer or any of Bs SubaWsrioe m the on&— y course of business of the Issuer oc aa die case may —.such 
• Stttaldtory&icerinecgon swi fte construcMon or acquWtlm of any dtflBng rig. dtflhig or production platform or marine vesaol; and 
ffl) Security granted in rwaract of todabted na es ti ict a ied after die data hereof by the Issuer or any oi Its Subsidiaries id acquire, develop or canstiva any plant or equipment 
provided ihit Security gheB only be granted over such plant or equipment and such ImtoWednoss shall not exceed 80% of the value ot such plant or equipment (as 
ij rta tm l nBdisnd own^ by dw lender of euchtndab M dneea). 

(6) ■person' mien* eny indlvtdual. oorupeny. corporation. Arm, partrwnihip. )oW venture, associatkxi. organtaatlon, 3taw or agency of a state or other entity, nrtwlher or nor 
honing aaapareig legal personaHty. 

■17) *PuMo Indsl^edne— 1 ‘me enslndabt e doe — whtchtetn the farm of. or ropreeeniec I by bonds, notea or other eocurtttes which are tor the Ume being or are capable of being or 
ate In landed id be quoted, Wedcr oidlw%r dealt hi on any stock exchange, automated trmSng system, over-the-counter or other securities market. 

(S) “Rahwantln ii sb— dni ias * means te dstriedne — d the ha uar or any olBsSubskteri— other ihenPiASte indebtedness. 

(9) *Seoui*y m—m any morigega, pledge. Hen. hypathoqalkm. Security Mai— tor other char geor enajmnbran— Indkadlng. without Inritati—. any equivalsracreat— or ariakig 
under the lajvs ofBraiS. . . 

(10) ■Subskhary - ^ nwsm.« are partteiifsr tkna, any peraon whose aBalra _and pokdea the [ Issuer controls or has the pow« ucont^whe^ ^ ownership of —mcapitaL 


corimet, dwpowio appoint or'ianxwoniombars of the gwaming body of that person or otherwise, other than aperson incorporated In &azfl in the process ol liquidation atttw 
Ms BtlsCandBlon— a approved Extrnortlnwy ReedfaBon ol Notahoidare (being Petrobris Com6rek> tmemacional &A - INTCRBRAS).'; 

Ol) senctkxie wveryVnod t flc ai oo. atvogadon. variation or compromise of. or arrangement in respect of. the rights Ol the holders of the Not— andA» the hoidare of the coupons 
appertaining thoemaoahirtBwlBaijrH'InwSvad In or resuttfai0 from tr 


I tram t— passing of tt— Resolution: end 

(9Q aUthoris— tfnnMeb »o the Fiscal Ag—eyAgt—memro— scute aa such documenta and to dosB surtimhar acts end 
give effect tothpiEatfnwnanwry Resolution end so thel the smandmont lo Condkkn 3 set out above Shalt late enact trom 
inlo s supplemental agreement agreeing to sudi smondmenf 
The attanSonor NOBhoWsrirte pardndmfy drawn lo the quorum required fbr die Meeting and tor an ad)ounied Meettng which Is set out In -VOung and Quonan* below. 


in each case, es may be necessary to cany out and 
dote on which the Issuer and the Fiscal Agent enter 


contained In dm Hi 


tha pro 


onsgo— r 


geoff 


VOTING AND QUORUM 

M Agency Agre emen t Noteholders should refer to the Fiscal Agency Agree m e n t to obtain fuBdtaBa of 


I. A holder of Notes wtshlag-lo attend and vote at the Meeting In person must produce at the Meeting either the Not—, or one or more vaBd voting coruscates issued by om of the 
Agents mledng lathe Nates, bv—pect at which he sriahes to vote. 

A nofderofNot— riSt wfahbigtoetkind end vote el Bis M — l i ng to person may d—ver hie Note 
vottng fnstnidtlbn (wm vising -tajttrucdon torn obWnebte lrom9w i spedBed ofltee ol any of t 
prorry to Mtentf and vote it 9m Meeting to accordance wbh the voting Instruction. 


deposited with the Fiscal i 
: thsusase may be.'CadeL r 

rotfngfemmatans wtBbe — . 

lot IfappUcabls. any s^cummenl of the Meeting) Is c 
by such Agent to the use 

2. TtwquaurarequkBdrri the Meeting is twoormorsf 
eia amn—fi aelem majority biprtndpei mqount of the Not— tor the ttmebsino outstsnflna B within Sheen minutes Mom the Ume toed for the Meeting a quorum is not present, the 
Meerfcnwfll bepdtaumad lor such pertod,-not being leu than fourteen days nor mom then torty-two days, and to such plaoe, as may be deeMed by 'tfve Chairman ol the Meeting. At 
taSM— rttye’ nodceol the aefioomod Moating wS be ghrnrt in the same manner— lor the original Iteettm The quorum at the accounted MeeUngwiS be two or more persons present 
m Demon holding Notes or voting cerWeetos or being prates (whatever the principal amount of the Notes so held or rapraeanlsd] and they shall have the power to pass die 
PitTOiTrilniifT Bf“ f^" rtnf >an ^ upon sB mm tsmvrititdi !»uid Wopeitv h«WO bean dealt vrith al the MeeUng frorii whteh the ar^ourrirriefTl look ptacc had a gucrum been present 

at Vie Meeting. ._. 

olthB Maedng or by ttetosuvor by one or mom parsons rutting ono or mom Notes orwUng eenMcetes or being prates and heUtng a representing in 
die —omoNe nor tees (ha»br»Jffl«»topttacto»dmoiJrtdireNolWtertf»llf— being outstamSng.Oneshowol hen— every pemonwlwle pm— nl In person and who produeesa 
fSTor SStoCteWcate or la a proxy sfmflhavo one vote. On epoB every person who is eo present shan have one vow In re® peer of each ECU 1.000 principal amount of Notes so 

edtwtttoii^caftata»te«nrodiM»dorh of equality of votes dwChoirmanofdtoMeaangstaBbothonataiowof 

b*™b^^eooflhW«castlTwvo&to»*ftionto1hevoMon«W^flfiy)wtik^herJwy^wsNotnhokl«wrasho^tria«tingcarttflt^orasaprai^ 

riamwit to smrtaocKvo|lrto lnsin»ction.BiWPOraanonWad tt fWOW than otw wterteW nofuse BihtevotM or cast nfldw vet — m which he teenttited to dto 

sisnawe)L 

A MuiCvne i—wvHmii hAwmaimssmijoritvto fmiorscort^atiMOf notl—8 plan thrwmuanareol the votes cast Hpesaed, the Extraorrflnary Resolution vrtl be 

btoCftMW^S»»NoiNwktete. whether pw ^ofnmaltttoMaellnftandupOfliltrertoktemof«roupowretettogtodiem(tlM-C(topotifioktas').arteeachofiheNotahold9rsand 
Ox^onhoidsm w« b»T»oundto gfws effect ths»—o«oeon*iB»y 
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and financial resources,” he 
said. 

The City will probably come 
round to Simon's reasoning. 
But it will take longer for the 
company’s shares to be rehabil- 
itated. 

Stripped of Its green tinge, 
Simon lost the unify in g 
rationale behind its other divi- 
sions. For wamp iR, industrial 
services and process engineer 
mg are stand alone businesses 
yet have an environmental 
angle which binds them 
together. Once the binding is 
removed, Simon Is in danger of 
again being seen as an eclectic 
industrial holding company. 

The disposal also raises the 
question of what else may 
eventually be sold. Mr Kemp 
says no further disposals are 
pending but no division is 
“sacred". 

“If you look five years ahead 
the group's focus will reduce 
even more. We have to get big- 
ger In fewer businesses to com- 
pete internationally,” he said. 

Simon's second problem, 
which is more serious, is its 
financial position. Recession in 
the construction and paper 
industries, which hit Simon’s 


access and process engineering 
divisions respectively, has 
meant group earnings per 
share fell from 34J5p in 1989 to 
12.5p last year. Borrowings, 
mainly to fund acquisitions, 
have risen to £51m and interest 
cover has fallen from 17 times 
to 4.1 times. Last year Simon 
had to dig into reserves to pay 
an uncovered dividend. 

Its shares are yielding more 
than 12 per cent, implying the 
market now expects a dividend 
cut According to Mr Kemp, 
this year's dividend could still 
be covered If some of the pro- 
cess engineering division's 
more than £ibn of outs tanding 
quotations are translated into 
firm orders, and If a 20 per cent 
year on year order improve- 
ment for access equipment is 
sustained. 

Selling the environmental 
division would also give Simon 
the option of repaying nearly 
all borrowings, and bringing 
down gearing, now at 40 per 

cent 

"IT we dispose of the division 
for about £50m all our financial 
ratios would improve, includ- 
ing our ability to maintain the 
dividend,” said Mr Kemp. 



fi.lr.--.uV '-ilteir »«.••* . 

Brian Kemp, chief executive, on a Simon-equipped fire 
truck with Roy Roberts, chairman, on the ground 


PETR6LEO BRASILEIRO S.A. - PETROBRAS 

Notice of Meeting 

To the holders of the 
U.S. $250,000,000 
10% Notes due 1992 
of 

Petrfleo Brasileiro S JL - PETROBRAS 

NOTICE IS HEREBY GIVEN to accordance with tha praublons of thalhiat Deed dated December 4, 1991 snd mads botwaan Peublaa Brasteiro S.A. - PETROBRAS (the "Issuer') 
and nw Law Debenture Thai Corporation pic. (too "Trust Deed") mating to the abava-menrJoned Nows (tha "Notes") that a Meeting (lha "Mositog") of tha holders (tha 
"Notehoftfars*) of (fn Notes is eenva—d by toe Issuer and wtfl be hold atl 030 aro. on I2to October. 1992 at the offices of Slaughter and May at Wootaaie House, Cotanan Street. 
London EC2 (or. if later, tounedtotaly after lha condualon ot the masting ol hoktere ot ECU 50,000,000 12 par cow. Nous due 1994 Issued by too Hauer convened lor 10:00 a.m. on too 
same date and at toe same location) tar tha purpose of considering and, ii thought «, passing toe rasoiuUon sat out below which win bo proposed os on Extraonfinary Resolution. 

DetaBs of tha background to, and lha reasons ter, the proposed Extreordtoary Rnsakrtlan are contained to an Explanatory Statement, copies ol which ore svaRobte tor eoHacUon by 
Notehokters at the apedfled offices ol toe Prindpte Paying Agent and the other Paying Agents (together, the "Agents"), the Rag boar and too Transfer Ag ants, the address— ot which 
are stated bekm No opinion is expressed by The Law Debenture Hust Corporation pJ-c. on the merits ol mo proposed extreodtoary Rosohriwn. 

The reaotuUon to be proposed m the Mealtog Is — toflowav 

EXnUORDMARY RESOLUTION 

'THAT this meeting ol the hoktere of toe U.S. $250,000,000 10% Not— due 1992 (toe "Notes*) ol PeirMeo Brasfleiro SA - PETROBRAS (toe "Issuer"), conalHuted by a That Dead 
(tha "That Deed") doted December 4, 1992 end made batwsan toe Issuer and The Low Debenture Thjst Corporation p-Lc. hereby:- 

(i) ir revocably approves and sanctions an amendment Of toe Terms and CondWona Of the Not— sl tha request ot the Issuer » that Condition 4 thereof shall be substituted by too 
Mowing 

* 4 . Negative Pledge 

So long os eny Note at Coupon remains outstandtog (as defined In the Thist Deed) 

(a) toe issuer will not create or perms to subsist any Security other than Permttiad Security, upon toe whale or any pan of its undertaking or assets, present or future 
(inckxfing nrry uncalled capital), to sscro(fy any of ib Indebtedness (I) any ol its Guarantees or (ill) the Indebtedness or Guarantees of any othor person; 

(b) the issuer wfll procure that none of Us Subsidiaries wfl create or permit to subsist any Security other than' Permitted Security up on toe whole or my port of such 
Subsidiary's undertaking or assets, present or future (Including any uncalled capital), to secure (I) any of toe Issuer's indebtartoess or Guarantees 01) any ol Its own 
todabtwmrss or Guarantees or (B) tf» Indebtedness or Guarantees of any other person; 

(c) tha issuer wfll not permit any person, other than an Offldal Person In respect of Rekwant Indebtedness, to give a Guarantee in rasped of (i) Us own Indebtedness or 
Guarantees or (IQ the todebtednase or Guarantees of any of Ha SuMdtaries: 

(d) the Issuer wB (0 not give a Guarantee, other than a Permitted Guarantee, of the indebtedness or Guarantees of Its Subsidiaries or (H) not give a Guarantee of toe 
Indebtedness or Guarantees of any ether person; 

without (except 'm the case of paragraphs (e) and (d)) at tha same Ume or prior thereto securing the Notes equally and rateobiy therewith to the satisfaction of the Thist bo or 
provfdtog such other security tor the Notes as the that— In Its absolute discretion shall deem to be not materially less beneficial to the Notehoktere or which shall be approved by 
. an Extraordinary Resohittaa (as defined to lha Dust Deed) of Notehoidara. . 

For tots purpose and ki the case of "Subsidiary " tor the purpo—s ot Condition 9:- 
(t) "Guarantee" means any obllgaUon of a person to pay the Indebtedness ol another person mciudlng without Emitaiion;- 

(A) an obligation to pay or purchase such fndafxadness: 

(B) an obigarian to lend money or to purchase or subscribe ter shares or other securities or to ptochase assets or services in order to provide funds tar toe payment ol such 
Indebtedness; 

(C) on indemnity against lha consequences of a detatet in the payment ot such Indebtedness: or 

(D) any other agreement to bo responsible tar such Indebtedness. 

(2) *lndetaednoss* means any oUgatfcto (whether present or future, aaual or coming art) tor the payment or repayment of money which has been borrowed or raised (inducling 
money raised by acceptances and teasing). 

(3) "Official Person* means (a) toe BnuBan Federal Gowmment or any BrazHan governmental agency or department, (b> any official governmental agency or department of 
any other country (c) any export crerto agency of any country or (d) any supranational or multilateral agency or entity 

(4) "Permitted Guarantee" means a Guarantee by toe Issuer of any Indabtedhsss ol any of its Subsid i aries In connection with the construction or acquisition ia) by any 
Subsidiary of any dnBng rig, drtNng or production platform or marine vessel or (t» by any Subsidiary benaflctelty owned as to 1 00% of its voting end other rights by the Issuer of 
any other plant or equipment which tha issuer oerttfles to the Treat— (and on which too Thtatee may rely without enquiry) is more advantageously acquired or constructed by such 
Subsidiary than toe Issuer. 

(5) "Permitted Security" means:- 

(A) Security granted fn respect ol Indebtedness Incurred by toe Issuer or any ol Its Subsidiaries in toe ordinary course of buslnessofthe issuer or. as toecase may be, such 
SubskAwy «i connection with the construction or acqteattkxi of any driUng ng. drini ng or production pfadorm or marine vessel ; and 


(B) Security granted In respect of Indebtedness Incurred after the data hereof by toe Issuer or any of its SubskSartes to acquire, develop or construct any plant or equipment 

provided tote Security shad only be granted ewer such plant r — 

determined by the lender of such Indebtedness and certfited lo 


provided tote Securtry shafl only be granted over such plant or —wpment arid ouch Indebtedness aha* not exceed BO% of the value of such plant or eqiipmant (aa 

" i the Trustee (and on which the flustee may rely without enquiry)). 


(8) "person* means any torfliridual, company, corpo rat ion, Ann, partnership. |otm venture, association, organisation, state or agency of a state or other entity whether or not 
having a separate legal personal try. 

(7) "Puttfc Indebtedness" means Indabteifrwss which Is In the form ot or represented by, bonds, not— or other securities which are tor lha time being or ore capable of being or 
are intended to be quoted, Hated or onfinartiy dealt In on any stock exchange, automated trading system, over-the-counter or other securities market 

(8) "Refevam Indebtedness" means indebtedness ot toe Issuer or any of its Subsidiaries other than PubBc Indebtedness. 

(B) "Secretly" means any mortgage, pledge, lien, hypothecation, security Merest or other charge or encumbrance Including without Bmttarloa any equivalent created or arising 
under tha laws of Brad. 

(10) *Ste>ffldwry" means, at any particular time, any person who— afteirs end policies the Issuer contraia or has the power to control, whether by ovmerehlo ol share capltel, 
contract, the power lo appoint or remove members of toe governing body of that person or otherwise, other than a person incorporated In Brazil In the process of DqukfoUon at the 
data tills Condtian was approved by Extraardnary Resolution of Notehoktere (being PetrotaTOs Comdroio International s^. - INTERBRAS).*; 

(Ii) sanctions every modification, abrogation, variation or compromise of, or arrangement in respect of. the rights of tire holders of toe Notes and— toe hoidere ol the coupons 
appertaining thereto against the issuer Involved in or resulting bom toe passing of this Resolution: and 
(HI) authorises toe part— to the Hust Dead to execute el such documents and to doaH such other acts end tilings, m each case, as mny bonocossary to cany out and give elfeci to 
this Extraordlnnrv Resolution and so that die amendment to Condition 4 set out above shall take effect from the date on which toe Issuer and the Trustee enter Into a supplemental 
trust deed agreeing to such amendment." 

The attention of Notehokfare ia partioularfy drawn to the quorum required tor the Meeting and tor an ad|oumed Meeting which is sal out In "Voting and Quorum" below. 

VOTING AND QUORUM 

The taHowtng Is e summary of certain provisions contained In the lYuat Deed. Noteholders should rafar to tha Hurt Deed lo obtain ful details of the provtatons governing 
meetings of Noteholders. 

1. (a) Bearer Notes 

A holder of Notes In bearer form (*Bearar Notes' "] wishing to attend and rate at the Meeting in person must produce at the Meeting either toe Bearer Notes, or one er more valid voting 
certificates Issued by one of toe Agents rotating to the Bearer Notes, In respect ol which he wishes to vote. 

A holder of Bearer None not wishing to attend and vote at the Meeting In person may defiver tea Bearer Notafs) or voting fwtlt)coie(sl to the person whom he wishes to attend on tils 
bafMtforqrvwairotiriginstroctioiifqn amdngto at njcttonloanctotatna&B horn too spooned ofltoe of any of toe Agents, the addr es ses of wftieft am set our beta* J ftratrucdnit an Agent 
to appoint a proxy to attend and vote a the Meeti n g In accordance wtto toe voting Instruction. 

Bearer Not— may be deposited wfth (or to the outer of) any Agent far tha purpose ol obtaining voting certtficataa or appointing prod— at any tit— until 48 hours before the 
time fixed for the Meeting, but not thee —I t— For this purpose. Bearer Notes held In toe Eurodear Clearance System in a "blocked" account or by Cedel in a blocked interna 
account, notice of which has been given by the Euroctear Operator or, aa the case may be. Cede! to the Principal Paying Agent, wfl be bested as though such Notes had been 
deposited with tha Principal Paying Agent. Voting Instructions and Instructions to issue voting certificates wH In such droumstanoes be given to the Principal Paying Agent by toe 
Eurodear Operator or. as toe case may be. Cede). Bearer Notes so deposited or held wfl be released at the condualon of toe Meeting tor. if sppttcabie. any adjournment ot the Meeting 
Ibr which voting certificates and voting Instructions wfl be vafld) or upon Pie surrender to the Paying Agent which Issued the same of toe voting certificates or, being not less than 48 
hours before the time lor which toe Meeting (or, D appticablo. any adfoumment of the Meeting) is convened, upon toe surrender ot the voting ins Unction receipts Issued tn respect 
theraol and notice of such surrender being given by such Agent to toe Issuer: 

(b) Registered Notes 

A holder of Notes fn registered form ("Registered Notes") wishing to attend end vote at tha Meeting In person must produce at the Meeting toe Notes ol which he is toe registered 
htedsc 

A holder of Registered Notes not wishing to attend and vote at the Meeting In parson may by a farm d proxy In the English language [obtainable tram either oftheTVansfer Agents at 
their specified offices set out below) signed by the holder oc In the case of a corporation, executed under lta common seal or signed on Its behalf by an attorney or a dUy authorised 
officer of the corporation, appoint any person as a proxy to act on Ms or Its behalf hi connection with the Meeting (oc It appicable. any adjournment of toe Meeting), lb be valid a form of 
proxy (together with the power of attorney (H any) or other authority under wNch it area aascuted or ■ notertaffy certified copy of such power or authority) must bo doRvared to 
the specified office of a Transfer Agent not feea than 24 hours before the time appointed far holding the Meeting (on if applicable, any adjournment of the Meeting). 

Any holder of Registered Not— which lea corporation may by raeokation in the Engflsh language of tta diractora or other governing body authorise any person to act aa Eta 
representative (hereinafter catted a ”rep>— entrahm") in connection wfth ttM Meeting <04 if appti—M*- any ertioumwienl of the Meeting). An exocuted copy ot such resolution 
■bust be delivered to Uia apedfled office of a Itanoter Agent not ten than 24 hours before toe ttow appointed lor holdhng the Meeting (or, if appMcteke, any adjournment of the 
Meeting). 

2. Tha quorum required at ttw Meeting is two or more persons present In person hoidtag Notes orating certffleates or being prodes or representatives and holding or representing in 
the aggregate a dear majority In principal amoreit ol toe Notes lor toe time being Outstanding. It within fifteen minutes from the lime fixed lor the Meeting a quorum Is not present, toe 
Meeting wffl be adjourned tor such penod. not being less than fourteen days nor more than torty-two days, and to ouch place, as may be deddad by the Chairman of the Meeting. At 
least wi days' notice of the adioumed Meeting will be given in toe same manner as lor toe original Meeting. The quorum at theadjoumod Meeting wil be two or more person present 
In person hotting Notes or voting certiflceies or being praxlea or reprosenteltves (whatever toe principal amount of the Notes so held or represented) and toey Shan hove toe power to 
pass trio Extraordinary Resolution and to dedde upon ol manors which could property have boon dealt with at the MoeUng liw which trio adjournment took place had q quorum boon 
present at the Meeting. 

3. Every question submitted lo U» Meeting « ttw adjqtmsd Mooting wH bo decided by a show of hands unless a pofl is (bfltoro or on toadacfartektotrilherBstoiol lha show ot hands) 
Oamarxled by the Chairman ol the Meeting or by the Issuer, the Trustee or by one or more persons holding one or more Notes or voting certMcates or being proxies or representatives 
and holding or representing In toe aggregate nol less toot one-fWeto In prindpei amount of the Notes for toe time being outstanding. On a show ol hands every person who is presem 
In person and who prod uces a Note or votl n g certificate or Is a proxy or a rapreaanUrito shall have one vote. On a poll evwy person who ta so present shafl have one vote in respect ol 
each U.S. St.OOOprtncfpaf amount of NBtos so produced or represented by toe voting certificate so produced orfnnrepecf of wMcfifw « a prwy or a reprewntartvu, fn tfmeasoof 
equahty of votes the Chairman of the Meeting shal both on a show of hands and on a paB have a casting vole hi addition to the vote or votes (* any) which he may have as a Notebttider 
or as a h;.; '- - of a voting cwtldcuta or as a proxy or repreoontalivu. Without jsrejudico to too obllgattons ol prowes namod in en> stock voung mshvetion, any poroon ontiUod to more 
than one vote naed not usa aH Ns votes or cate ati the votes to wNch he la entitled In the same way: 

4. To be passed, toe Extraordinary Rssolubon requires amajorityinfavourconsisftfiqof not less than Ihree-quartereonhe votes cast. If passed, toe Extraordinary Rasofutitei wfll be 
binding upoi all the Noteholder, whetharpresonl ornotol the Masting, and upon an the txtidefti of coupons reiaWig to them (the "Couponhc4dere"),and9a(toOllhcNoieholdereand 
CouponrioWers wfl be bound to give elfeci thereto accordingly: 

AMMLABUTY OF DOCUMENTS 

Copies of toe Trust Deed and lha Agency Agreement rateting to toe Notes may be Inspected, and copies of toe Explanatory Statement may be ob laired, by Nqtehokfcreat or ham toe 
specified offless of the Agents, the Registrar and the Hanafer Agents, toe addresses of wbfch are aet out bekwc Voting instruction tamo and voting certificates may be obtained by 
Noteholders from toe specified offices of the Agents fisted beta* Forms of proxy tar holders ol Registered Notes may be obtained from tha spectited offices ol the - nar»f« Agents 

Irstodbelow 

PRMC1ML PAYING AGSJT AND TRANSFER AGENT 
The Chau Manhattan Bank, NA, Wbdgate House, Cafaman Street, London EC2P 2HD 

REGISTRAR AND TRAN6FSI AGENT 

Tha Chase Manhatt a n Bade, NJL, Corporate That Administration. 1 New YOrit Plata. Now Ybrk. NY 10081 

RAYING AGENTS 

Banque BnnoHM Lambert &A, 24 Avenue Mamfe, B-1050 Brussels 
Chase Manhattan Bank, Luxembourg SJL, S Rue PlaeUs. L-2338 Luxembourg-anaid 


Dated 19th September 1992 


Tha Chasa Manhattan Bank, MA, tor and on behalf of PaMieo Brasileiro SJL- PETROBRAS 
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COMPANY NEWS: UK 


Move into retail behind 
UniChem’s 55% rise 


By Jane Riller 

THE ESTABLISHMENT of a 
chain of chemists' shops 
helped UniChem, traditionally 
a pharmaceuticals wholesaler, 
to increase pre-tax profits by 55 
per cent In the first half of the 
year. 

The group made £15m 
(£9.68m) before tax on sales of 
£500.4m (£452L2m). 

Mr Jeff Harris, who moved 
up from finance director to 
chief executive earlier this 
year, said that sales growth 
would have been nearly 20 per 
cent without a change In the 
arrangement for selling 
Glaxo’s drugs. UniChem now 
receives an agent's fee rather 
than owning the drugs being 
traded. 

The retail division, which 
hardly existed in the first half 
of last year, contributed £33m 
to turnover and about £2m to 
profit. 

The main building block was 
the £27m acquisition of the 92- 
shop E Moss business in 
December. By the end of June 
the group had 132 shops and a 


further 34 had been added 
since, through the £L4.5ra pur- 
chase of Scott and another 
Scottish buy this week. 

The Moss acquisition was 
accompanied by a £35. lm 
l-for-4 rights issue. As a result 
UniChem's earnings per share 
rose less quickly - by 20 per 
cent to 7.2p fully diluted (6J5p 
to 7.6p undiluted). 

The group 1s still dominated 
by wholesaling where operat- 
ing profits rose by 34 per cent 
to El3m- The maigln improved 
from 2.1 to 2.4 per cent 

While gearing was zero at 
the half-way stage, it would be 
between 15 and 20 per cent by 
the end of the year, with the 
Scott acquisition falling in the 
second half. 

The group sold its nappy 
manufacturing business incur- 
ring an extraordinary loss of 
£2.45m (£1.03m for the aban- 
doned bid for Macarthy). 

The interim dividend goes up 
from 1.65p to 1.9p. 

• COMMENT 

These results were ahead of 
expectations and the group’s 


share price gained 5p to close 
at 210p, even though it will not 
benefit from the lower pound 
and has limited recovery 
potential. Not that UniChem’s 
virtues can be ignored just yet 
The UK drugs market seems to 
be growing at about 10 per cent 
a year, fuelled by an older pop- 
ulation and the increasing 
sophistication or treatments. 
And UniChem can continue to 
improve margins, through 
automation and the growing 
contribution of higher-margin 
activities. One of these Is the 
over-the-counter lines, cosmet- 
ics for instance, which will be 
helped by more healthy con- 
sumer spending. A full-year 
profit of £30m to £31m, com- 
pared with £21. 4m, gives a pro- 
spective multiple of about 14, 
in line with the market. As the 
recession deepened, U deserved 
a premium, now it seems 
rightly to be at a cross-over 
point as attention switches to 
cyclical recovery stocks. But 
with the air still thick with 
reasons for caution, It is worth 
holding for its reliable quali- 
ties. 


Premier 
Cons boosted 
by new 
developments 

By David Laseeltea, 

Resources Editor 

PREMIER Consolidated 
Oilfields, the independent oil 
company, raised pre-tax prof- 
its by 29 per cent at the 
interim stage, as new develop- 
ments began to make a contri- 
bution. 

The company earned £8m 
before tax, up from £ 6 . 2 m, in 
the six months to June 30 
1992. 

The figures reflected the foil 
impact of Wytch Farm produc- 
tion and a significant contri- 
bution from the North Sea. 

Mr Roland Shaw, chairman, 
said the result marked Pre- 
mier’s aim of generating 
enough cash flow for a sub- 
stantial exploration and pro- 
duction programme without 
having to call on shareholders. 
• Goal Petroleum made pre- 
tax profits of £3.94m, an 
increase of 7 per cent. In the 
six months to June 30. 

Gearing was reduced to 20.7 
per cent of shareholders’ 
funds. 


Thames Television returns 
to the black with £15.2m 


By Raymond Snoddy 

THAMES TELEVISION'S last 
year as an ITV contractor is 
proving to be a bumper oue. 
Pre-tax profits for the six 
months to June 30 amounted to 
ctS-Sm. compared with losses 
last time of £4.04m. 

Lord Bra bourne, chairman of 
Thames, at present the largest 
ITV company, said the results 
showed the progress made in 
achieving two main objectives: 
maximising shareholder value 
from the last year of the Lon- 
don weekday franchise and 


transforming the group's activ- 
ities for the years ahead. 

“I have every confidence in 
the future of Thames as a 
major force in television.” 

The group increased its 
share of ITV adverting revenue 
from 15.45 per cent to 15.73 per 
cent, a total of £l2l.6m. 

Earnings per share emerged 
at 17.5p compared with losses 
of S.6p. The interim dividend is 
unchanged at 2.5p. 

Apart from the rise in adver- 
tising revenue and cost cut- 
ting, reductions in Exchequer 
Levy also helped the group’s 


position. Reeves, the US pro- 
duction subsidiary, continued 
to Incur an operating loss but 
positive signs included Coving- 
ton Cross, a 13-part drama 
series commissioned for ABC. 

Thames recently concluded a 
£28J9m programming deal with 
ITV for the first eight months 
of 1993. The company is also in 
a joint venture with the BBC 
to launch UK Gold, a new sat- 
ellite channel based on library 
programmes. In addition 
Thames made a £1,000 mini- 
mum bid for the new fifth tele- 
vision channel in the UK. 


Sanderson Murray falls 17% 


TWO RECENT acquisitions 
took a substantial bite out of 
profits at Sanderson Murray & 
Elder (Holdings). The north of 
England motor dealer reported 
a 17 per cent foil in pre-tax 
figures from £765,000 to 
£633,000 for the first half of 
1992. 

Mr Tony Bramall. chairman, 
said neither of the two recent 
acquisitions - dealerships in 


Gateshead and Manchester - 
had performed welL However, 
the group as a whole had a 
good August 

The group handled 3,300 new 
vehicle sales in the half year - 
nearly 4 per cent down on last 
year, while almost 2.000 used 
vehicles were retailed - a 3.5 
per cent falL Margins on used 
cars were in line with 1991, but 
new car margins were under 


extreme competitive pressure. 

The service, parts and body 
repair activities contributed 
more than 60 per cent of total 
profits. 

Turnover jumped from 
£27 .5m to £5Um. Earnings per 
share dropped to 2£7p (4.8p), 
while the interim dividend is 
in effect maintained at 0.6p 
after adjusting for the share , 
sub-division. 


EBC falls 
60 % and 
dividend 
is halved 

A FURTHER deterioration in 
trading conditions meant EBC 
Group, the west country con- 
struction and development 
group, suffered a 60 per emit 
fail in first half profits and 
has halved its interim 
dividend. 

Mr Herbert Cockroft, chair- 
man. said the result, while dis- 
appointing, was still creditable 
daring the most severe eco- 
nomic recession In memory. 

Pre-tax profits for the first 
half of 1992 dived to £535.000 
(£l.34m) on turnover 10 per 
cent lower at £25 .3m. Earnings 
per share were 3.31p (6-74p) 
and the interim dividend came 
to i.75p (3.5p). 

Marwood Homes, the hous- 
ing offshoot, again suffered 
substantial losses in the 
period. 

With the market unlikely to 
Improve in the short term, Mr 
Cockroft warned of further 
losses in the second half. He 
said future options for this 
operation were therefore being 
reviewed. 


PETROLEO BRASILEIRO S. A - PETROBRAS 

Notice of Meeting 

To the holders of the 
U.S. $300,000,000 
10% Notes due 1993 
of 

Petroleo Braslleiro S JV. - PETROBRAS 

NOTICE IS HEREBY GIVEN In accordance wtth ihe provisions of the Trust Oeed dated February 4. r 992 arte made between ftetteteo BraafieiroSA -PETROBRAS (ihe "issuer) 
and The Law Debenture Trust Corporation p.Lc. (the “Trust Deed') rotating to the above-mentioned Notes (the "Notes') that a Meeting (the "Meeting") of the holders (the 
“Noteholders'} ol Hw Nates is convened by the Issuer and wfll be held at 11:00 am. on 12th October, 1982 at the offices of Slaughter and May at Wooigate House, Coleman Street. 
London EC2 (or. if later, trnmedfcuety after the conclusion ol the meeting ol holders o! U.S. S260.000.00a 10% Nans due 1992 Issued by the Issuer convened tor 1030 ajn. on the 
same date and at the same location) lor the purpose ol considering and, it thought lit passing the resolution set out bekw which win be proposed as an Extraordinary Resolution. 
Details of the background ro. and the reasons tor. (he proposed Extraordinary Resolution are contained loon Explanatory Statement, copies of which are available tar cotoction by 
totehektare at the specified offices of the Principal Paying Agent and the other Paying Agents (together, the 'Agents'), the Re^strar and the Transfer partis. 8* addresses ol which 
are stated before No opinion Is expressed by The Lew Debenture Trust Corporation pic. on the merits of Urn proposed Extra ordinary Resolution. 

The resolution to bo proposed at the Meeting to as talows:- 

EXTRAOROMAfiy RESOLUTION 

■THAT thrs meeting of the holdera of the U.S. M00.000.000 1 0% Noun due 1990 (the -Note*-) of Pttrtiteo BraaBelro S A - PETROBRAS (the 'Issuer'), constituted by a Trust Deed 
(the ’Trust Deed') dated February 4, 1992 and made between lha issuer and The Law Debenture That Corporation pic, hereby:- 

(0 irrevocably approves and auctions an a mendment of lha Thtms and GortrMona of the Notas at the request of the Issuer so that Condition 4 ttwreolshal be substituted by the 
toBcMrirtg:- 

“4. Negative Pledge 

So long as any Non or Coupon remains outstanding (as denned m the Dust Deed):- 

(a) lha Issuer will not create or permit to subsist any Security, other than Permitted Security upon the whole or any part at its undertaking or assets, present or future 
(inchxSng any uncalled capital). to secure (i)ony of its Indebtedness (3) any of its Guarantees or (111) the Indebtedness or Guarantees of any other person; 

(b) the Issuer wtl procure that none of lie Subsidiaries will create or permit to subsist any Security other than Permitted Security, upon the whole or any pan of such 
Subsidiary's undertaking or assets, present or future (including any wcaBed capital), la secure (1) any of the Issuer's Indebtedness or Guarantees (B) any ol Its awn 
Indebtedness or Guarantees or (S) the Indebtedness or Guarantees of any other person; 

(c) Bie issuer wffl not permit any person, other than an Official Person In respect of Relevant Indebtedness, to give a Guarantee to respect of (i) Its own Indebtedness or 
Guarantees or (U) the Indebtedness or Guarantees of any of its Subskfiaries; 

(d) the Issuer will (I) not give a Guarantee, other than a Permitied Guarantee, of the Indebtedness or Guarantees of Its Subsidiaries or (II) not give a Guarantee of the 
inde bt e dnes s or Guarantees of any other per s o n ; 

without foxcopt In the case ol paragraphs (c) end (d)) at the soma Ume or prior thereto securing the Notes equally and rateabiy therewith to the satisfaction of the Trustee or 
providing such other security lor the Notes as the Thrs tee In Its absolute discretion shea deem lobe not matartoly less beneficial to the NotohoHwa or which shall be approved by 
an Exlraarcfatary Resolution (as defined In the Trust Deed) of Notehoktara. 

For this purpose and in the case of “Subsidiary’ lor the purposes at Condition gi- 
ft) ■Guarantee" meats any obligation of a person to pay the Indebtedness of another peraon Indudtog without Hmdatiori:- 

(A) an obligation to pay or purchase such Indebtedness: 

(B) an aMgatianu lend money or to purchase or subscribe tor snares or other securities or to purchase assets or services in Ontario provide funds lor the payment ol such 
Indebtedness; 

(C) an indemnity against the consetywnces ol a default in lha payment of such Indebtedn e ss: or 

(O) any other agreement to be responsible forsuch indebtedness. 

(2) “Indebtedness* means any obligation (whether present or future, actual or contingent) tor the payment or repayment of money which has been borrowed or rased (Including 
money raised by acceptances and leasing). 

(3) ' Official Parson' means (a) the Braxtflan Federal Government or any Brazilian govern m ental agency or depetbuaiH. (b) any official governmental agency or department ol 
any other country, (c) any export credil agency of any country or (d) any supranational or multMsna agency a entity 

(4) "Permuted Guarantee* means a Guarantee by the Issuer of any Indebtedness ol any ol Its Subsidiaries fat connection with the construction or acquisition (a) by any 
Subektfary of any drilling rig. tinting or production platform or marine vessel or fb) tar any Subatdtary beneficially owned as to 100% ol Its votbtg and other rights by the Issuer ol 
any other plant or equpmemwMch the issuer certifies to die Trustee (and onvrnch lha Thatee may rely without enquiry] is more advantageously acqiired or constructed by such 
Subsidiary than the Issuer. 

(5) “Permitted Security" meens:- 

(A) Security granted in respect of Indebtedness incurred by the Issuer or any oHtaSubskflarieatai the onfinary course of business ol the issuer ocas Ihe case may be, such 
Subsidiary in connecUon with the construction or acquisition ol any dnfitog rig, dnlfing or production platform or marine vessel; and 

(B) Security granted In reaped of Indebtedness foamed ah or the dale hereof by ihe Issuer or any ol its Subsidiaries to aoqiara. develop or construct any plant or equipment 
provided that Security ohaH only be granted over such plant or equipment end such Indebtedness shall not eroeed 80% ol the value of auch plant or equipment (as 
dolnmXnod by the kinder ol such Indob tednsss and certified k> the Thatee (and on which the Truetae may rely whhout enquiry)). 

lb) 'person" means any individual, company corporation, firm, partnership, joint venture, association, cvgantsetlon, suae or agency of a State or other entity, whether or not 
tuivtng a separate legal personality 

(7) "Public Indebtedness' means Indebtedness which lain the harm of. or represented by bonds, notes or other securtttos which are tar the Ume betofj or are capable of being or 
oro insonded to be quoted, listed or ordinarily dealt In on any stock exchange, automated Irarfing system, over-the^ountar or other securities marient. 

18) 'Relevant indebtedness' means indebtedness of too Issuer or arty ol as Subsidiaries other than Public Indebtedness. 

(91 'Security’ moans any mortgage, pledge, lien, hypothecation, security interest or other charge or encumbrance Including. wtthwinmBatlon. any equivalent created or arising 
under tin laws at Brazil. 

(TO) 'Subsidiary' means, at any parttatiar Ume, any person whose affaire and potties Ihe Issuer consuls or has the power to control, whether by ownorahfe) of share capital, 
contract, the power to appoint or remove members ol the governing batty of that person or otherwise, other than a portion Incorporated in Brazil In the process ol Hquklatian at the 
date this Condition was approved by Exiraradtoary Resolution of Noteholders (being Peoubr&s Comdrcta IntomodonaJ S-A. - INTERBRAS).'; 

(■0 Sancton every modritcatton, abrogation, variation or compromise oL or arrangement hi respect ot the rights of the holders of the Notes ancUor the holders ol the coupons 
appertaining thereto against the Issuer Involved in or resuflmgfnam the passatgof this Resolution; and 
till) authorises the parties to tho Dust Deed to execute an ouch documents and to do ad such other acts and things. In each case, as may be necessary to cany out and give effect to 
this EMraard nary Resolution and so that tho amendment to Condition 4 sot out above shoS take effect from the dote on which the Issuer and the Trustee enter Into a supplemental 
trust deed agreeing to such amendment.* 

Tho attontwnol Noteholders is particularly drawn to the quorum required lor the Meeting and lor an adjourned Meeting which Is sat out In *VotIng and Quorum* befow 

VOTING AND QUORUM 

The following la a summary of certain provisions contained In the Dust Deed. Noteholders should refer to the Dust Deed to obtain fu> details of the provisions governing 
mootings or Noteholders, 
t (a) Boaror Nairn 

A holder ol Notos in twnnrr form (“Bearer Not as" ) wishing to attend and vote at the Meeting tn person must produce at the Mooting olthor tho Boarer Notes, or one or more valid voting 
contBcatea issued by one ol the Agents relating to tho Bosiw totes, m impact of which ha wishes to vote. 

A holder of Boarer Notos not wishing to attend and vote at tho Meeting in person may defiver las Bearer Note(s) or voting certjficata(a) to the person whom he wishes lo attend cm his 
behalf ar gtvu a voting Inst ruction (on a voting mstruetton term obtainable bom the specified office ol any of the Agents, the addresses of which ora set out below) instructing an Agent 
to appoint a proxy to attend and vote m tho Meeting In accordance with the voting tosbucwm. 

Bearer Notes may bo daposltod with (or to the orrior of) any Agent for tha purpose of obtaining voting certificates or appointing proxies at any Urns utffl 49 hours before tbo 
time fixed for the Meeting, but not iho r— I te c For thn purpose. Bearer Notes held In the Eurociear Clearance System In a "Mocked" account or by Cadet in a blocked interna) 
account not icu ol winch lus boon given by tho Eurodear Operator or. as the case may be. Cede! to the Principal Paying Agent, wfl be treated as though such Notes had been 
deposited wdh tho Pitnopul Paying Agent Voting vtstrucUons and ins tractions lo issue voting certificates wfil In such ctrcumat a nces be given to the Principal Paying Agent by the 
Eiwodear Operator or. as dw cose may be, Cedol. Bearer Notes so deoostted or held wtti be released at the conclusion of the Mealing («, H appOcabie. any atfioumment of the Meeting 
tor witten voting cortfficaioBond voting tostruetiorai wM bo valid) or upon the sunendsr to 9» Paying Agent whkii Issued the same of the voting certificates oc being not lass than 48 
hours before the ume for which tho Mooting (or. if oopficable. any odioummenl ol the Meeting) Is convonod. upon Die surrender of tho voting Enstructton receipts Issued In respect 
thereoi and notice ol such surrender being gtven by such Agem to the issuer. 

(bIRaghhradNom 

A holder ol Notes in registered form ("Registered Notes") wishing to attend and vote at the Meeting In person must produce at the Masting the Notes ol which ha is the registered 
holder. 




Any hoideT of Rogtsurad Notes wtdeh is a corporation may by resolution In the Engttsh language of Its dkectora or othw governing body authorise any person to act as Ha 
rep rea » n tatlvo(herelfiefter cN lsda*^epre«antativwTtec Mnn ectkinwtththeMaeM i tH(oclfa p pP cs bliianya<BounintentofthaMsBtlng).Anskscuied«apirofsuctire«oliiBon 
must be del Iverod to the spectrtod office of a Danafer Agent not leas than 24 houre before the thee appoin te d far hotdtagtha M e eting (ocH ap pd ca bte. any adjournment of tha 
Meeting). 




pre&onr at the Mooting. 

3 EveryquesfionsuiinVitedtothflMest<ngortlMadtoumodMeellnflwfabedecldedbyeshMafnand3unlessapaUis(betoraorontlwdeciareiiono(lhere8Ullofthsshowothands) 
demanded by Uw Chtumum ol ihe Mooting or by tne Issuec the Trustee or by one or more persons holding one or more Notes or vodngceriillcatea or being prodea or representatives 
and holding or rap resenting m the aggregate not lass than one -flllieth in principal amount of the Notes tor the Ome being outstanding. On a show of hands every person who is present 
in person and who produces a Note or vodng oertficate or isa proxy ora represantal ire shall h ave one vote. One pofl every person vtoo is no present atwa Neve one vote m respect of 
each U.S. Si .000 principal amount of Motes so produced or represented by the voting certificate so produced or in respect of which beta a proxy ora re pre s sntnliva. In the case of 
equality of votes tho Ch airman of the Meeting sh all both on a show of hands and cn a pol have a casting vote In addffion lathe vote or voces (H any) which he may have os a Noteholder 
or os a holder of a voting certfficuta or os a praty or representative. Without prejudice to the obfigtekms of proxies named In any block voting instruction, any person entUad to mare 
than one vote noed rut use all his vows or cast all the votes to wnich he is entitled in the same way. 


4. Tobepassod. tho Extraordinary Resolution requires a majority in 
binding upon all the Notohaldara. whether present or not at the Meet* 
Couponhokiers will be bound lo ghro effect thereto accordingly. 




AMS^StUTY OF DOCUMENTS 

speeded gdewd U^Agent&tee^^^wr^lid^w'p^rater Agents, ttiaa3dr«w^oi^S*aiffleS^m Me 
NctehoMdi* from tho specified offices of the Agents listed below Forms of prmy tor holders of Registered Nt 
listed botow: 




Dated JWiSopteiBbac 7982 


PRINCIPAL PAYING AGENT AND TRANSFER AGENT 
Tho Chaae Manhattan Sank, na, Woolgate House, Cataman Street London EC2P2HO 
RKSSTRAR AND TRANSFER AGENT 

The Chaae Manhattan Bank, NJU Corporate Trust Admtmstrailqn, 1 NewYOrtcPlaze,NewVoric,NYlOOet 

RATING AGENTS 

Banque Brunettes Lambert SJL, 24 Avenue Msmhc. B- 1 050 Brussels 
Choso Manhattan Bank Luxembourg SJL, 6 Rue Heeds, L-2338 Luxembourg^irund 

TJte Chsao Manhattan Bonk; NLA, for and on behalf of PstMoo BraaMro 9JL -PSTROBIlAS 


PETROLEO BRASILEIRO -PETROBRAS 

Notice of Meeting 

To the holders of the 
U.S. $200,000,000 
10 per cent Notes due 1996 
of 

Petroleo Brasileiro SA - PETROBRAS 

NOTICE IS HEREBY GIVEN In accordance with toe provtetorwol lha Thtsl Deed dated SeptemiMr 12. 1991 and made between PetiPfoo Brasflevo 3-^ 

and The Law Debenture Trust Corporation p.Lc. (tha 'Trusl Deed') relating to the above-mentioned Notes (the 'Nates') that a Meeting (theMee^*) of thehoWera(Hw 
'Noteholdet»")ol the Notes is convened by the Issuer and anil be held at H30 am on 12Mi October. 19B2 at the offices id ^laughter and May at Woolgate Haw Cotemang^rt. 

London EC2 for.tflalflt gnmetfcatetv ahar ITwconduslonof IhemeetWqofholderiiofU.S S300.000.00Q 10% NmasiAte 1993 Issued by the tesuarMrivened tor 11 ^0 am or the same 

dale and M the same location) for tho purpose of constdering and, if thought fit passing the resolution sat out below which wtil be proposed as an Extraordmary Resownon. 


W .L . f i/ 
i i f s f • 


Thw resolution to be proposed at the Meeting is as totiows;- 

EXTHAORDMAftY RESOLUTION 

■THATlhls meeting of lha holders of the U.S. S200,000fl0010(je<cent NolBS due 1996 (the ’Notee") of PetrdleoBn»s«elioSA -PETROBRAS (the “issuer'), constituted by a Dust 
Deed (the ’Dust Deed') dated September 12. 1991 and made between the Issuer and The Law Debenture Dust Corporation pJ.c. heraby;- 

(i) irrevocably approves and sanctions on amendment olthe Terms and Conditions of the Notas at tits request ol the tsartreothat Condition A thereof shal ba stAatiteted by tha 
toltowtng:- 

“4, Negative Pledge 

So long as any Note or Coupon remains outstanding (as defined in the Dust Deed):- 

(a) the Issuer win not create or permit to subsist any Security, other than Permuted Security, upon the whole or any part of Us undertaking or a ssets, present or future 
(induing any uncalled capital), to secure (I) any of Its IndabtettoessfU) any of Us Guarantees or (■) the Indebtedness or Guarantees of any other person; 

(bj the Issuer wtll procure that none of Ita SubaiiSanea wB creme or permit to subaial any Security other than Permitted Security, upon the whole urAnypsri of aich 
Subddfory’s undertaking or assets, present or future (inctodng any uncalled capital), to secure (i) any of tho Issuer's Indebtedness or Guarantees (H) any of its own 
Indebtedness or Guarantees or (B) die Indebtedness or Guarantees of any other person; 

(c) tha Issuer wH not permit any person, other than an Officio) Pereon m respect of Relevant indebtedness, to gfea a Guarantee in reaped of (i) to own IndsbtetMHH or 
Guarantees or pi) the Indebtedness or Guarantees of any of its SubOKflarieo; 

(d) the Issuer will (t) not give a Guarantee, other than a Permitted Guarantee, of the Indebtedness or Guarantees of Its Subsidiaries or (U) not ghia a Guarantee of tho 
Indebtedness or Guarantees ot any other person; 

without (aucept in the case ol paragraphs |c) and (d)) at Bie seme lima or prior thereto securing the Notes equstiy and rawaMy therewith to ithe sat Wadton o f the Thwtee or 
providing such other security for tha Notes as Ihe^ Itustee In Its absolute discretion shell deem to be ml materte*y lass beneficial to the Nouhoktara or wwcti Shan be approved oy 
an Extnwttinary Resolution (as defined in the Thisr Deed) of Noteholders. 

For this purpose and tn tho case of “Subsidiary* tar Die purposes of Condition 9?- 

(1) 'Guarantee' means any oWgation of a person to pay tha indebted ne ss of another person Including WMwutfi nutation.-- . 

(A) an obfigation ro pay or purchase such Indebtedness: 

(B) anobbgation to tend money or to purchase or subscribe tor shares or other securities or to purchase asssts or services in order to provide funds tar the payment of wch 
indebtedness; 

(C) an indemnity against the consequences of a default In the payment of such Indebtedness; or 
tD) any other agreement to be responsible tor such Indebtedness. 

(2) 'Indebtedness' means any obGgaUon (whether present or future, actual or contingent) tor the payment or repayment of money which has bean bammed or rotead (including 
money raised by acceptances and teasing). 

(3) “Official Person “means (a) the BraaKan Federal Government or any Brazilian governmental agency or department (b) any official govarmrawtal agency or department of 
any other country: (c) any export credil agency of any country or (d) any supranational or muUlaland agency or entity. 

(4) "Permitted Guarantee* means a Guarantee by the Issuer of any Indebtedness of any of Us Subskfartes In connection wltii the construction or acoujsfltan (a) by any 
Subsidiary of any drilling rig drffing or production ptattorm or marina vessel or (b) by any Subsidiary bsnaflctefly owned as to 1 00% of Its wxbig raid odwr rights by the Issuer of 
any other plant or eqiJpmeni which the Issuer certifies to the Thtatee land on which ihe Trustee may rely without enqriry) Is more advantages sly acraJred or constructed by such 


Subsidiary of any drtiUng rig driffing or praduc 
any other plant or equipment which the Issuer 
Subsidiary than the issuer 
(5) 'Permuted Security' means:- 


(A) Security granted in respect of Indebtedness Incurred by Ihe Issuer or any of to Subsktetes In the arcllrwy oouree of business ollhetMuer or, as the cam may be, such 
Subsidiary m connection with Ihe construction or acquisition of any drilling r& drUIng or production platform a marine vassal: and 

(B) Security granted In respect of indebtedness incurred after the daw hereof by the Issuer or arw of tie Subsidiaries to acquire, devtfop or construct any plant or equipment 
provided that Security shall only be granted over such plant or equipment and such indebtedness shall not exceed 80% of tha value of such plant or equipment (as 


provided thef Secunty shall only be granted over such plant or equipment and such indebtedness ihsH not exceed 80% of the value of such plant or equipment (as 
deiomHnod by the fonder ol such indebtedness and certified to tha Thistee (and on which the Thtatee may rely without onquiry)l. 

(0) "person' means any Individual, company: corporation. Aim. partnership, (obit venture, association, organisation, stele or agency of a state or other entity, whether or not 
having a separata legal personofity. 

(7) 'Public Indebtedness' means kndeMedrtesa which tom the form ot or represented b* bonds, notes or other secwttles which are far the time being or are capable of being or 
ore intended to be quoted, fisted or ordlnartfy dealt toon any stock exchange, automated trading system, overthe-counter or otinr securities mariesL 

(8) 'Retevani Indebtedness" means indebtedness of the issuer or any edits Subskflaites other than Pubte Indebtedness. 

(9) ’Security* means any mortgage, pledge, lien, hypothecation, security interaw or other charge ra encumb ran ce induifing. whhout Onktation. any equivalent created or arising 
under the laws of Brad). 

(10) 'Subsidiary' means, at any particular time, arw person whose eftaira and poticies the Issuer contrais or has tire power to control, whether by ownership ol share capital, 
contract tho power to appoint or remove members of the governing body ol that pereon or othanma9.otiw than a pereon incorporated toB/aati In the process of EqukfaMon at the 
data tide Carnation was approved by ExtraoTOuiary Resoftrtkxi of NotehoUera (being Patrobraa Conteroo tntomackHWl SJL - INTERBRAS).*; 

(H) sanctions every modification, abrogation, venation or compromise of, or arrangement In respect ol. the rights of lha holdera of the Notes andfor the holders of the coupons 
appertaining thereto against the issuer Involved In or resuiting from the passing of this Resolution; and 
(SI) authorises the pantos to the Thtst Deed to execute aH such documents and to do aO such other acts and things. In each case, as may be necessary to carry out and gtvo effect to 
this Extraordinary Resolution and so thatthe amendment to Condition 4 safari above shall take eflsct tram the data on which lha issuer and the Trustee enter Into a supplemental 
truss do«1 agreeing to 3ucri amendment" 

The attention of fJotehcMers is parttcuteriy drawn to the quorum required lor (tie Meeting and lor an adjourned Meeting which Is set out in 'Voting and Quorum* below 

VOTING AND QUORUM 

Tha Mowing Is a summary of certain provisions contained in the TVuat Deed. Noteholders sbouid rater » the Thist Deed to obtain fud details of the provhriorw oovwrtina 
meetings of Notehoidare. 

t. (a) Bearer Notes 

A hoWerol Notes In bearer lorm ('Bearer Notes') wishing to attend and vote at the Meeting n person must produce ai the Meeting either the Bearer Notes, or one or more valid voltog 
certificates issued by one of the Agents relaltng to the Bearer Notes, tn respect of which he wishes to vote. 

A holder of Bearer Nows not wishing to attend and wte at the Meeting In person may defivsr his Beater Note(s) or voting certificates) to the person whom he wishes to attend on Ma 
behalf « gtve a voting instruction (an a voting katroction tarm obtainable Irom the specified office of any of the Agents, the addresses of which are sat out b4ow) Instructing an town 
to appoint a praty to attend and vote at lha Meeting in accordance with tha voting Instruction. 

Bearer Nates may be deposited wtth (or to the order of) any Agent tor the purpose ol obtaining *ttog certlftcates or appointing proxies at rety time until 48 horn beta* the 
time fixed for the Meeting, but not theroaftec Fbr this purpose. Bearer Notes held In the Euroetesr Clearance System In a *blocwd* account or by Cedel in a Mocked Internal 
account, notice of wWcii has been given by Ihe Euradeer Operator or. as Ihe case may be. Cedel to the Principal Paying Agent, wfll be treated as Cwurev such Notes had been 
deposited with tho Prineqjal Paying Agent Voting Instructions and instructions to Issue voting certificates win In such cucumstencaa be given u the PrJndpd Paying Agent by the 
Euradeer Operator c* ns the case may be. CedeL Bearer Notes so depowed or held w« be released 31 lha eondusfon of the Masting (or. U appficabte. any adjoummeniot Meeting 
tor which voting certificates and voting instructions wflJ be valid) or upon the surrender to Ihe Paying Agert which Issued the same of tho vo<W certificates or, b«ng n« less than 48 
hours before the time for which tha Meeting (or. If appficabte, any adjournment of the Meeting) is convened, upon the surrender ol the voting Instruction receipte issued to reaped 
thereof and notice of such surrender being given by such Agent to the tssusr. reaped 

<b) Registered Notos 

A hokier of totes In registered farm 1'Ragistered totes") wishing to attend and vote at the Meeting in person must produce at tea Meeting the Notes of which ha Is tin registered 




Any fodder of Registered Notes which tea emporatton may by naakMon In tha EngBah language of its dreetora or other governing body authorise m person to ad aefto 
represen tat ive thareliiaflerca9ed a “repre ae ntathre") to coraiecdon wtth the Meeting (ite Haopllcabte. any atflounwnmrtoflheMa aara rt. Aw awaaiteii en«JS «..re. MMutton 
must be denvered to the specified office of a Transfer Agent not teas than 24 hours before tha time appointed for hoMna the Mo o t in g foe Happflamto^^nHUu^ nm^ nf the 
Meeting). 

2. Tha quorum required at lha Meeting is two or more peraons masent in parson holding Notes or voting certificates or baton proxies or raprason tati vee and hofcflnqqrwpraaonltiw In 
the aggregate a dear maforlty m prfncfcd amount of toe totes tor the lima being outstandtog. if within Muon nXnutoa from the lima Ibcad tor the Meeting a quorum Is notprasm. the 
Meeting wXl be adjourned tor such period, not being less than fourteen days nor more than rortjMwo days, and to such piece, as may be decided by the ChMnnan of Dm M ating. At 
least ten days" notice of the adjourned Meeting wH [be given m the same manner as lor the original Meeting. The quorum at the adjourned Meeting wffl be two or more paraom present 
In person hotel ng Notes or voting certificates or being proxies or representatives (whatever me prindpnl amount of Ihe Notes so held or represented) and they shall have the poww to 
. pass the Extramdlnary Resoiutton and to decide upon all matters which could pnmerty have been daalt with at the Meeting from which the aejoummant took place tad a quorum been 
present st ttw Mooting. 




w» con acting of not less than three-quarters of the votes cosL If passed, the ExDraoRfinary Resolution wB1 be 

arto upon an ihe hatoara of coupons rotating to them (the ’Couponhoidere'), and each o! the Natehoktera and 

AWULABUTY OF DOCUMENTS 

’ Agreement relating tothe Notes may be Inspected, and copies ol the Explanatory Statement may be obtained, by Noteholders at or from lha 
U/or and ifw Jians jer Agents, th e addresses of which are set out betMAfoflnq Instruction toons and votfoo certuic a ica may be obtained Bv 
[ tha Agents Esled below Forms of proxy lor haktera ol Registered Notes may be obtained hum ihe apacned offices ol tire Itaneler Agmts 

PRINCIPAL PAYING AGENT AND TRANSFER AGENT 
Morgan Guaranty "Oust Company of Now York, 60 Vtewta Embankment. London EC4Y0JP 

PAYING AGENTS 

Morgan Guaranty Thwt Company of New Vsrk. Avenue des Arts. 35. B-104Q Qnmsote 
!Mss Bank Corporation, 1 Aeschenvoratadt, CH-4002 Baste 
REGISTRAR AND TRANSFER AGENT 

Morgan Guaranty IhtM Company New Vbrlc 5S Exchange Place, New Ybifc, NY tostfio- 1023 
WING AND TRANSFER AGENT 

Bangui Paribas Luxembourg, ioa boutev_d Royal. L-2093 Lutembowg 

Morgan GuarufK, Thtet C-UMparr* for xnd on behafl ol Petrtteo Bnrattefro S_A_ - PCTROeRAS 
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RECRUITMENT 


JOBS: Whatever employers say about seeking ‘character', the best bet is to keep to the safe profile 


I F^any^secret service chiefs 
around the world are looking 
for Oengiish-speaWng agents, 

. they might care to contact head- 
hunter John McManys. He says a 
lot- of tb&:~people. he interviews 
these days strike Wm as heing 
ideal for such work. The reason Is 
that once, they've gone out of the 
door, he can' no longer remember 
• whatthey took like. - 

Who is to blame for same is of 
course a moot: point ' After all; 
even recruitnwnt^ consultants are' 
-not proof against the ravages of 

age, including amnesi a. ' - 

Foir.his jart, 57-year-old Mr 
McManus J insists that, as far as 
he can recall, his memory is -as 
good as ever. A more probable 
explanation ’for-, the increased 
forgettabDity. of candidates, he 
thinks, is that the herd-instinct 
has been strengthened by the 
re ce s s i on. With so many people 
chasing so few- 'openings, they are 
averse to the risk of seeming to 
stand out as unusual, preferring 
the shelter of the safe profile. 

“It’s paradoxical; because the 
more unexceptionably qualified - 
candidates there are around, the 
more vital It is to be exceptional,” 
be adds. “But daft though It be, 
that’s what r see as happening.” 

Alas, if his explanation Is 
right, he and his fellow executive- 


The only useful way to be outstanding 


recruiters can expect to see 
candidates become still more 
forgettable over the next year or 
two * at least in Britain. That 
much- seems clear from the 
response to my appeal eight 
weeks ago for hard evidence 
about so-called “de-layering” by 
employers, which is reputedly 
abolishing managerial jobs 
wholesale and probably for ever. 

While most of the replies were 
anecdotal, and even they reported 
little such activity in continental 
Europe, the British Institute of 
Management produced figures. 
They came from a survey it had 
just made in conjunction with 

Manpower UK of the heads of 163 
big employers in Britain. 

It turned out that, since 1985, 
about two thirds of them had cut 
their, managerial staff by at least 
one whole layer. Moreover, two 
in every five planned to do the 
same again by 1996. By contrast, 
a mere 3 per cent were expecting 
to employ more managers in any 
way whatsoever. 

Hence it would appear that the 
chances of getting taken on for a 
management job will increasingly 


depend on bucking the herd- 
instinct and presenting oneself 
as exceptional. Unfortunately, 
however, that is something which 
is for easier to theorise about 
than It Is to put into practice 
successfully. 

Indeed, there are good reasons 
to believe that the' percentage 
game rests with the safe profile. 
For a start, there are many ways 
of being unusual, and the odds 
are against hitting on the right 
choice for any given occasion. 

The problem in Dot only that 
recruiters' prejudices are such 
that an outs tanding trait which 
appeals to one is apt to repel a 
second. There's a still greater 
chance of just failing to sway 
them either one way or the other. 
For instance, John McManus says 
the most memorable candidates 
he has seen in the past year were 
three who turned up in bow ties. 
None of them got the job. 

Even stronger support for the 
safe profile lies in research 
published four years ago by the 
Institute of Manpower Studies. It 
indicated that most recruiters 
in Britain, and especially the 


majority with no training in 
interviewing, approach the task 
defensively. Instead of setting 
out to choose the right candidate, 
they are primarily concerned to 
avoid picking the wrong one. 
Save for such eccentricities as 
being related to the company 
chairman, unusual traits are 
liable to provoke rejection. 

All of which points to a drab 
dilemma for ambitious managers. 
The percentage game is to match 
each likely opening with an un- 
exceptionable application, then 
support it when so invited with a 
characterless performance at 
interview, and wait for the law or 
averages to deliver. The snag is 
that, in an age of de-layering, the 
candidates may well be dead 
before their turn comes round. 
Yet what can they safely do to 
accelerate their acceptance? 

Happily, there is a way of 
being exceptional that is not only 
safe, but productive. Or so we're 
told, at least, by theologian-cum- 
psychologist Max Eggert, who 
surrounds his one-day- week as a 
part-time priest with work as an 
outplacement consultant He has 


just produced a book* on being 
interviewed, which besides being 
among the shortest of the many 
on the topic the Jobs column has 
read these past two decades, 
seems the most pertinent 

His thesis is that the only 
useful way of standing out from 
the similarly qualified herd is to 
be that remarkable rarity, the 
thoroughly adept interviewee. 

True, such expertise will be 
swiftly twigged by the equally 
rare expert interviewers. But Ear 
from being antagonised by it, he 
says, they'll tend to respond 
warmly to the unusual chance to 
show their own mettle. 

Meanwhile, on encountering 
the much commoner defensive 
amateurs, a skilful interviewee 
can achieve the same effect by 
“helping them” through their 
struggles, not least by feeding 
their anxious hunger for proofs of 
a safeness nobody -particularly 
not their superiors - could doubt. 

Simply because that is usually 
the recruiter's main criterion, 

• The perfect interview. Century 
Business, £5.99. 


however, usefully exceptional 
candidates make sure to appear 
quite the opposite of outstanding 
in other ways. For example, 
recalling headhunter McManus's 
eye for points of dress, here is the 
book's advice thereon: 

“It is easy to get information 
on corporate style. First, visit the 
firm about lunchtime a few days 
before the interview and notice 
what people are wearing in terms 
of style, colour and accessories. 

“The. other source of infor- 
mation is the company's Annual 
Report which these days features 
an obligatory picture of members 
of the board.” 

A further safeguard against 
emitting unsafe signals is to 
remember that crucial meetings 
tend to provoke a state of “high 
arousal” which can unsteady 
your physical movements. 

Hence if you as a candidate 
are offered a cup of coffee, 
however much you want one. say 
no. The chances are that your 
shaking hand will at best spill 
the stuff messily in the saucer. 
(As that warning doesn't apply 
only to interviews of job-seeking 


kind, I wish I'd heard it long ago. 
Full many a time, when vainly 
trying to still my cup-clattering 
mitt. I've seen the eminence 
opposite clearly drawing the 
obvious conclusion from the 
bibulous image of my trade.) 

Moreover, just as si ns you 
don’t have can be a danger, so 
can blessings which you do. One 
of the most dangerous is a talent 
for detecting and pointing out 
irrationalities in things other 
people say. "Never argue with job 
Interviewers, no matter how 
charmingly," the hook advises. 

The sole exception comes at 
the last stage of the process, 
pay-haggling, and even then it is 
best to stick to a tested format 
One Max Eggert recommends is 
the procedure by which Brooklyn 
opticians sell spectacles. It goes: 

The lenses in these glasses are 
very reasonable- a mere 540... 

Each... 

That includes the standard 
frame, but this particular one costs 
5120... 

If you want it in gold, that’s 
another $50, although real rolled 
gold is 5150... 

We am deliver m four weeks 
instead of the normal six months, 
at a small service charge of 550 

Michael Dixon 
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Regulatory Advisers 


The, London. Stock Exchange is looking to 
appoint two regulatory advisers to 
enhance its important regulatory 
activities. -Both. will play a part in 
ensuring the- London Stock Exchange 
continues to be the leading European 
securities market by developing and 
operating effective, rigorous and market 
sensitive regulation. 

To be successful you will require, the 
foUqwing:- 

' Roto A 

- Up to. five years merchant banking/ 
slockbroWng or two years' p 06 t-quafficstion as 
an accaJtantillepeyer faasMlwefiwor^ 

- The ability founder stand and interpret 
regulations. 

-Ccrrrnert^awarenGssartiatten&xitodeted. 


- Excellent active listening skills, including 
challenging, and asking probing questions. 

- Des fe nce - able to make the right decisions 
and give ihe right advice underpressure. 


- Twofthree years' post-qualification audit or 
. chartered acoountartejqperience. 

- An Interest in and a flair for investigation. 

- dear, concise written and oral ccnmricaiion 
skis. 

- Exacting standards, an eye far detail end an 
understandfagef the big picture. 

Both rotes offer a genuine opportunity to 
develop the skills and knowledge 
essential for a successful City career. 

To receive further details, 
call Jane Fulbrook 
on 071-797 1602. 


CFA'KRAi MAX A(, i R MSI AIMS 


THE WYKERAH AND DANBY ESTATES 

. An ■mnamflpg apyif Ujg^y tylotBaffann—iMttMn iwfaohaiw tb« rtt poi B ifflty to 

- -tend thr property and bukieu (nui|«nwt of thcM nu|or reral 

'Ettomhi dw N ort fcrft nifand. TWtfa m wMw g pr ata rioMl dalfcn * towtap 
and ddtar ben manmmnit mi hadron pnettw to maxlmhe asset nine and new 

Y " ' IrndM* opportwritfu. 

THE ESTATES 

Shund in Nonb Yotiphirt ‘Major portfolio* of m band and imenwnr Land and 
. RTbjwnifi ‘Major Sporting Irtcreus *ta hand butincss and leisure enterprises *Tfae 
tttaHishmrai of new enterprises when sainWt opportunities are identified. 

- - - • • ••• - ' -THE ROLE 

Management of the prtycnj ponfofioadd the sporting interests •Management of a 
number of in hand tosmeu enterprises »To utilise existing assets to the fall and re 
raxmrijcprofirs commemorate with good stewardship. 

"■Ml QUALIFICATIONS 

■ f im dan record leadership nod achievement in management of property and land 
based commercial itixipimrfGdod financial acumen •iaflorative thinking ‘Good tram 
management and tnoriTjqtM fFbirfor building posnal relationships •Graduate calibre 
•Pennsriv eommnirieudband an ambassador to lead dewfopmenr with real enthusiasm 
uduomrinaent •helmed age 30 - 15 years. 

. THE REWARDS 

Saber by sgreratK •E&eUent bouse "Car *BDPA and pennon scheme ■Commitment 
- ' to "reward performance. 
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PROFESSIONALS 

Move aheadwlh an adOMWiedged leader fa energy finance. 

- CmrenOy/tbc ^flowing q pp otnmk ks aria at our New York 
Global EnergyjBtec^ng Desk: 

ENER€f¥ SWAFAftPTMWS TRADER 

&rxfidates inuaipossess 3+ yean expoienoewahalleiiHgy 


products. '■ : 

f ENERGY RESEARCH EXPERT 

5+ yeara«^>edcnbfea^>poetiQguadeisinaIla^3casofcnetgy 
businesisjocpiaedr..' 

In aAftinn tn nrf irtiwmiinnal reputation, WC offer competitive 
salaries and an excellent benefits package. All correspondence 
: wffl be hdU^ lanttndesiroofidaxe. Please send tesume to: 

'■ . ' Bor BHA 4382 

- - - Aiame, New Yoiit, New York 10022 

• • JAn Eq^t.Qpportnrifeir Employer M/BWV 


FINANCIAL TIMES 

- EUROPE^ BUSINESS NEWSPAPER 


Vous fait Jjart d'un accord publicitaire avec les 
gCHOS le quotidian feonomSque I e plus 'important en 
FrancaV. Dans la rubriqua “Offres d'emplol 
inteniafioiiAlBB".' une arinonce conjointe dans la 
FINANCIAL TIMES at LES ECHOS' augmeritera de 
laconTubslaraielle Timpact da voire message sur les 
cadres dirfgeants eh Europe. Chaque semalne ies 
ahnonpes parattront dans les Echos te mardi et dans 
leSnanc^Tkoes fe mercred} oujejeudi {le vendredi 
• daiKS nte m at io nale du Financial Times), 

renselgnements, yeuillez 

- r -(:i^f HANlE CpX-raEEMAN 
V • ; V 071 873 4027 


Leopold Joseph 


TREASURY MARKETING 

Leopold Joseph and Sons Limited, the independent City merchant 
bank, is seeking to recruit a first class individual to market a wide 
range of Treasury products, primarily focused on foreign 
exchange, to small/mecEum sized companies. 

The successful candidate wiH be a resourceful and self-motivated 
graduate committed to building and estabEshing a strong client- 
base. Late 20's to eariy 30’s, tie candidate must have experience 
of the Treasury markets. 

A salary package in line witfi industry standards is available for this 
position. 

AppS cants should submit their CVs and salary expectation to:- 

The Personnel Manager 
Leopold Joseph & Sons Limited 
29 Gresham Street 
LONDON EC2V7EA 

MEMBER OF IMRO 


Financial Futures Sales/Broking 

Salary: c-£35,000 + Banking Benefits 

On behalf of a number of our dients, we are currently seeking 
graduate or graduate calibre SalespeoplefBrokcn with a 
minimum of three years experience of Exchange Traded 
Derivatiw? Products. The positions demand wpfl developed sales 
and marketing skills combined with a high level of analytiral and 
numerical expertise. Familiarity with all the major futures 
contracts traded on the European and US Financial Futures 
Exchanges and the underlying cash markets is essential and 
fluency in one or more European languages such as French, 
German, Italian and/or Spanish is preferred. 

The ability to wrk within a team environment to develop 
both new and existing business relationships with European 
institutional clients is a pro- requisite. 

Junior/Trainee Futures Broker 

Salary: to £20,000 4- Banking Benefits 
We also have a requirement for a young bi-lingual English/ 
Japanese person Ideally with some understanding of financial 
futures contracts. Previous exposure to a broking environment is 
preferred but not essential 

Please contact Irish Coflins 
/\ or Barton Maekney on 

/ \ 071-929 2383 for further 

a » r/~, Information. 


y\ j 

EXCHANGE 

/ appointments 


fourth F7mv. Nu. I Rafl/£jriuiyr/lmiiu , I l^anlaii EOVMI Rn cn iCSSOS. 


mtucji awuDnnuAL-ouixsri (utuusiikimi u runnu. i i,«u t inKuiriroTt^.M aip, 


EQUITIES 


FIXED 

INTEREST 


WESTONS 

T feCURITJES 

Member of the London Stock Exchange and of the Securities 
and Futures Authority. Westons Securities Limited, a/9 
Botolph Alley, London, EC3R 8DFL Tel: 071-283 8466. 

As part of our expansion plats we now need add! tionai experienced 
sales pereonrtd with active established clients,. If you have the 
quafities we need, write to Mr J.E. Jones, Managing Director. 


To All Hie Consumer Electronics Companies Involved in the 
Italian Market 

Are yon looking for a ’Run-of-th c-Mill’ General Manager Tor your 
Italian operations or would you rather have a motivated, dynamic 
e x pe rt , well-known in Italy, who would direct your enterprise? If you 
are interested contact: Ref: 92/458, Studio Bid, Via Degli Anrimboldi 
5, 20123 Milan, Italy, who will then pass yow reply on i© the advertiser. 


CJA 


Opportunity to join a well-respected firm with a tradition of top quality cJlent service. 

PRIVATE CLIENT STOCKBROKERS 

INDIVIDUALS/TEAMS 


LONDON OR COUNTRY 


£40,000-£70,000 


LONG-ESTABLISHED PRIVATE CLIENT STOCKBROKERS 
Our client is a medium-sized firm with a long-standing reputation. Their parent is a conservatively managed 
financial institution, providing the business with financial strength and continuity for the future without the market 
constraints of being part of a major group. There is flexibility and no imposed investment style, with a free exchange 
of ideas between fund managers. Excellent modem support systems are in place and there is good research back 
up. They wish to expand further their growing business with individuals or teams with established discretionary or 
advisory private clients, for the City or in new locations. We seek individuals with business generating a minimum of 
£150,000 and the remuneration will be salary plus incentives based on personal performance. Candidates wishing 
an initial confidential discussion please telephone 071-638 0680 or 071-828 2891 (weekday evenings) or 
write in strict confidence under reference PCS4852/FT to the Managing Director: CJA. 


FIXED 

INCOME 

SALES 

UK subsidiary of Japanese 
Trust Bank requires sales 
professional with min two 
years experience of 
Eurobonds, particularly 
Euroyen products, with own 
established client base. 

An attractive compensation 
package with high earnings 
potential is offered to an 
experienced individual with 
self-motivation. 

Write to Box A1949, 
Financial Times, 

One Southwark Bridge, 
London SEl 9HL 


INTERNATIONAL 

M&A 

Expanding international M&A 
advisory rum with offices In ten 
countries globally is seeking 
entrepeneurial M&A 
professionals with 3-5 years 
transaction experience to join 
Its Paris and Dusseldorf 
offices. Fbm Is a leader in mid- 
market cross border M&A. 

Please sand resume fa 
confidence to us to obtain further 
information. Reply to Box A1944 
Financial Times. One Southwark 
Bridge. London SEl 9HL 


APPOINTMENTS 

ADVERTISING 

appears every Wednesday 
& Thursday & Friday 
(International 
edition only) 

For further information 

please call: 
Richard Jones on 
071-873 3460 
Teresa Keane on 
071-873 3199 
Alison Prin on 
071-873 3607 
Philip Wrigley on 
071-873 335 


Salomon Brothers International Limited 

LAWYER 

TRANSACTION STRUCTURING GROUP 
LONDON 

Salomon Brothers, one of the world s leading international investment houses, is 




Transaction Structuring Group. 

The successful candidate will be one of a small team which is responsible for assisting 
in the development and execution of capital markets and investment banking 
transactions on a global basis. This is a highly visible position and will involve regular 
contact with a wide range orindhriduals within the Company, as well as with clients 
and external lawyers. 

We require a law graduate whose background will include at least live years 'experience 
within financial services companies or law firms and extensive coverage of transaction 
structuring work including both global fixed income and equities. 

Salary and benefits will be commensurate with experience. Interested applicants should 
write enclosing a complete CV to: Jill Harris, Salomon Brothers International 
Limited, Victoria Plaza, 111 Buckingham Palace Road, London SW1 W0SB. 


Salomon Brothers 


MEMBER OF SFA 
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Career Opportunities in the 
C.I.S with Philip Morris 

Philip Morris is the world's largest consumer packaged goods company, 
manufacturing and marketing an array of quality tobacco, food and beverage 
brands. Including the world's leading cigarette brand. MARLBORO. We have 
been active in the C.I.S since me 1970s and are now expancSng to address the 
huge potential for further development and to pave the way for an exciting future 
for our products. The Philip Morris Intemationsd Region responsible for our 
growing cigarette business in Switzerland, Scandinavia/Finland, Eastern Europe, 
the Middle East and Africa now has the following openings based initially in 
either our Headquarters in Lausanne, Switzerland or one of our factories, with 
subsequent relocation to the C.I.S: 

- Sales and Marketing 

- Business Development 

- Finance and Accounting 

- Operations/Manufacturing 

- Human Resources 

Successful candidates wiH be graduates (MBA and/or professional 
qualification a plus) with a proven track record in the C.I.S. preferably with an 
international consumer goods company or in consulting. For all of these 
challenging assignments, you must be fluent in English and either Russian or 
Turkish and prepared to relocate to the C.I.S and travel extensively. You will also 
need to be a confident and highly self-motivated individual as well as an effective 
negotiator. 

We oiler excellent career opportunities and first class employment 
conditions. If you have the profile to join our team, please write with full career 
details to Eunice Hamilton. Recruitment Manager. ^ m 

Philip Morris Europe S A 
Avenue de Cour 107 
1101 Lausanne 

Switzerland —v? ( 


C0BP.FM (EUtte LUCS) 
pnapfflETAHT DESK 


EUROBONDS ODES, ECOHOMISIMULTSinMNT 1 

mSKMMUUEUENT j 

FOR immiER MF0RHUT1M PtEASECAlL ORSENDjFWC VDUR C.V, W C0HMEHCS 
IM FLEET ROAD, FLEET, HANTS GVU AM 


TEL: 0252 111211 MX< 0252 B124M 


Private Client Investment Management 

Ardidale Securities Ltd, a Bath based investment management company, is 
expanding its private efient portfolio management business. Archdafa is looking for 
an experienced hrfviduai wfa proven maAoting sJoBs. Suitable candidates wft havs 
an existing client bass and possUy a stockbroking background. Remuneration is 
negotiable depending upon the appfcanfs baiground and experience. 

Please Hike giving ill dentils and Cite to: 

1l» Managing Director 
AichdaJa Securities Ltd 
9 Kingston BuWings 
Befit BA1 1LT 

Archdale Securifes Ltd is a memberof IMRO 
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Frontline Support Roles 




Bloomberg 

MNAMC1AL MABKET5 W 


FINANCIAL MABKETS 

COMMODITIES 

NEWS 


London 


Financial Markets 

Bloom berg is a successful company with an enviable reputation as a leading provider 
of screen based information services and trading systems within the international 
financial marketplace. 

The company has established a successful and rapidly growing Kuropcan operation 
based in I ondon and continues to actively develop new services. 

Further expansion has created opportunites for high calibre professionals to grow 
with the company and play key roles in its next phase of development. 

Sales Support - ref bi 

Your role will he to -act as a vital channel of communication between Bloomberg and 
its users ensuring a high level service to the customer base. 

With at least 2-3 years experience in the financial markets, you will have a good 
understanding of financial instruments, particularly any one or more of the following: 
Fixed Income, Interest Rate Swaps, Futures Sc Options, Kquitics or Currency Markets. 
Ideally, experience will have been gained within the investment community though we 
will consider applicants from vendors of financial information services. 

Analytics Desk - ref bi 

You will provide telephone support to customers handling questions on the use of 
Bloomberg functions to support their trading activity. 

You must be numerate with I -3 years experience in a support type role in rhe 
financial markers. 

Trading Systems Support - ref bj 

This will involve working closely wirh dienes assessing their requirements and 
managing the implementation, training and full support of trading and pricing systems in 
the UK and Kuropc. 

To be considered you must be numerate wirh 3-5 years experience probably gained in 
the front or back office of a financial institution. Computer literacy is desirable. 


For all positions high professional standards, a positive and enthusiastic approach 
and rhe ability to work well under pressure are required. Fluency in European languages 
is desirable. Salaries are negotiable according to experience. 

Apply immediately to Paul Chambers at The Freshman Consultancy or send your CV 
to him by post or fax, quoting rhe appropriate reference. 


L 


FRES 




The Freshman Consultancy limited, Argyll House, 6-13 Chamber Street, London El SBW 
Telephone: 071-480 5516 Facsimile: 07 1-702 4913 
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INVESTMENT OPPORTUNIES 


SCOTLAND 


Tllh CONTINUING GROWTH OF SCOTLAND AS A CENTRE FOR FUND 
MANAGF.MF.N V IS CREATING OPPORTUNITIES FOR AMBITIOUS 
PROFESSIONALS TO COMBINE SUCCESSFUL CAREERS WITH A HIGH 
OUALI FY OF LIFE. 

Mv client is onf. of run UK’s leading financial institutions 

AND IS A MAJOR FUND MANAGER IN ITS OWN RIGHT WITH A STRONG 
LONG TERM PERFORMANCE RECORD. TllEY NOW SEEK TO MAKE TWO 
APPOIN r\IEN I S TO TIIF.IR TEAM. 


FUND MANAGER A FUND MANAGER, AGED MID iO’S TO 

MID JO’S, WITH AT LEAST THREE 


UK, U.S. or EUROPE 


YEARS EXPERIENCE OF MAJOR EQUITY 
MARKF. I'S, EITHER UK, US OR tiUROPE IS SOUGHT FOR A KEY ROLF. 
FOR ITS GROWING F.UROPEAN BUSINESS. REPORTING DIRECTLY TO 
the Head of Oversf.as Equities, the role will have 

MANAGERIAL, MONEY MANAGEMENT AND ASSET ALLOCATION 
RESPONSIBILITIES AND IS SEEN AS AN EXCELLENT ENTRY POINT INTO 
THE COMPANY. F.VIUENCK OF PERSONAL, PROFESSIONAL AND 
MANAGERIAL SKILLS AND POTENTIAL, AS WELL AS A DEGREE AND/OR 
PROFESSIONAL QUALIFICATIONS ARE ALSO SEEN AS PREREQUISITES. 


INVESTMENT ANALYST An EXCELLENT OPPORTUNITY ALSO 

EXISTS FUR AN AMBITIOUS YOUNG 
ANAIYST, EARLY TO MID 2o’s, AND 


A MOVE INTO JAPAN 


ALREADY WITH SO \ll F.XPOSURF TO FUNDAMENTAL F.QUrrY ANALYSIS 

ro join my client’s Japanese team, working directly for an 

LYPERII.NCKD FUND MANAGER. PREVIOUS EXPERIENCE OF JAPAN IS 
NOT NECESSARY . 

Apply in conhiif.nck io: 


YVii.i.ie Imnlayson, Coburn Blair, RIVT House, 
5 Kfnmki.ii Stref.t, Glasgow Cii jKZ 
Tel: 041-248 4247 


COBURN BLAIR 



U O R U M 


SENIOR 

DEALER 


ATTRACTIVE 

PACKAGE 


Quorum Cupii.il Management. an independent global investment 
management subsidiary of New York I .ife Insurance Company, is 
looking to recruit a professionally qualified dealer with wide experience 
of international markets 10 improve the effectiveness of (he dealing 
operation. 


Quorum is a fast growing innovative company, and id aggressive, 
quantitative investment processes require swift and effective dealing 
using state-of-the-art dealing Technology to enhance fund performance. 


The individual we are seeking will he a self-starter with knowledge 
of glntial securities, currencies and derivatives trading and settlement 
practices, and familiar with computerized trading systems. Applicants 
should he highly mutivnied individuals with good communications 
skills, who wish IO participate in leading-edge developments within 
u dvnamic team environment. 


interested candidates should write, unclosing full curriculum vitae and 
current salary details to: 


Jan Welier. Operations Manager 

Quorum Capital Management I .united 

Austin Trials HiMisc. 2-b Austin Friars, London F.C2N 2HE 
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UNIVERSITY 

^EXETER 


SALES - FOREIGN 
LANGUAGE 
COMMUNICATIONS 


An international translation 
company has openings in its 
U.S. Headquarters in Pittsburgh 
and its European office in 
Amsterdam for sales personnel 
with 3 years’ successful 
experience selling foreign 
language communication 
services. Applicants must be 
computer literate. They will be 
responsible for marketing 
translation services to new and 
existing corporate accounts. 
Excellent salary and benefits 
plus commissions. Send CV to: 
The Corporate Word. lnc„ 17 
West Gateway Centre 2. 
Pittsburgh. PA 15222 USA 
(Fax: 1-412-391-3936) 


GENEROUS 
COMMISSION 
SHARING 

Small highly professional and 
friendly Provincial Stockbrokers 
specialising in the active 
management of advisory and 
discretionary private client funds 
seek brokers with own client base 
willing to participate in the 
development and expansion of a 
new London office. 

Write to Box A 1 948, Financial 
Times, One Southwark Bridge. 
London SEI9IUL 
Members of the London Slock Exchange 
Member! of ihe Socuritit* rad Futures 
Authority 


If you’re aiming 
for the top, why 
not start there? 


Many Financial 5ennces 
organisations make great claims tor 
them selves But how many can 
claim: 

• ISO years’ success behind [hem? 

• Cfcun a year -on. year market 
performance ol continuous 
growth, in defiance of alt trends? 

• Honeatfy daim to service an 
exceptionally affluent and 
knowledgeable Ghent base? 


Only one. Without question the Si 
Janies office of Hilt Samuel has 
developed into THE prime business 
location of perhaps the UK’s moat 
consistently high-achieving 
Financial Services organisation. 


Everything about ua - our Raining, 
back-up, support and innovative 
product range - is geared ro 
partnering you towards fulfilling 
your potential. Succeed, and you'll 
be succeeding purely lor yourself. 
But with our leam behind you. you'd 
never be working alone. 


So if - and only if - your latent and 
ambition deserve the very best mis 
business has to offer, don't just 
think about it - talk about it Call 
Mke Crowe. Divisional Manager on 
071-2224858. 


ROOM AT 
THE TOP? 


Top level executives have to plan 
their career moves carefully. 
Connaught can help you find that 
next important job. 

For over a decade, our 
I experienced professronais have 
hflipad solve senior executive 
_ I problems -quiddhr and 
confidentially. 

Btue Chip companies use 
oir Outplacement swvkm lor 
their top executives. 

Top advisors we available 
for confidential meetings Io 
dtocuss your career. Ask for the 
I DIRECTORS SERVICE 
32 Seria few. London W1X1AG 
Tat 071 734 3819 fine 071 734 2620 


EXECUTIVE CAREER SERVICES 



life 


Saudi Arabia 


The Riyad Bank, one of the major Banks in the Middle East 
has a vacancy for the following position in its Head Office in 
Riyadh, Saudi Arabia. 


CHIEF INTERNAL AUDITOR 


Job requirements: 

• University Degree. 

• Accounting or Professional Banking qualification. 

• Minimum of 10 years experience in the audit function, 3 years of which 
should be as Chief Auditor. 

• Minimum of 5 years in a line management banking function. 

• Thorough knowledge of bank operations. 

• Working knowledge of the Middle East or elsewhere overseas. 


Job responsibilities include: 

• Providing the General Management of the Bank with the information 
to assure the adequacy and accuracy of all the financial reporting and 
controls of the Bank and its majority-owned subsidiaries. 

• Keeping management informed of the operating efficiency by analysing 
and evaluating the financial and operating procedures at all Branches, 
Regions and Head Office Departments. 

• Verifying all assets and liabilities, direct and contingent, of the Bank 
and its majority owned subsidiaries, as well as ensuring that all assets 
are of satisfactory quality and that adequate provision has been set up 
where necessary. 

• Verifying all new products, systems and procedures with respect to 
their adequate safeguards to protect the Bank against fraud practices 
and operational losses. 

• Managing a team of professional auditors specialising in the treasury, 
credit, operations and computer functions. 


This is a very senior appointment reporting to the highest level in the 
Bank and only those with previous experience in a senior audit position 
and senior line management banking position should apply. 


Applications should include current salary and benefits and should be 
directed to: 

RECRUITMENT DEPARTMENT 
RIYAD BANK 

P.O. BOX 22613, RIYADH 11416, SAUDI ARABIA 
FAX NO. 966-1-404-0689 



SENIOR FOREIGN EXCHANGE 
CUSTOMER DEALER 


A MAJOR AMERICAN BANK 

Salary £NegotiabIe Full Banking Benefits 


We are seeking to add to our active FX Customer desk a Senior Dealer who specialises in 
dealing with UK and European Financial Institutions, specifically Asset Managers/ 
Pension Funds and Insurance Companies. 


Please write enclosing CV with qualifications, experience and current salary to 
Box A1946, Financial Times, One Southwark Bridge, London SE1 9HL 
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CHALMERS 


UNIVERSITY OF TECI IN0L0G Y 
School of Technology Management 


Management of Innovation 
Professor & Centre Director 


Innovations and the start-ups of new industrial activities based on technology developed 
at Chalmers University of Technology are important aspects of the university. There are a 
large number of industrial firms that have their roots at Chalmers. Together they 
constitute a major employer both regionally and nationally. 


The professor in Management of Innovation, including studies of innovation processes 
and entrepreneurship, is expected to carry out scientific research, advise graduate 
students etc. He or she will also be responsible for the Innovation Centre, giving support 
to new start-up firms. The centre has a support group consisting of a large number of 
industrial firms. 


Applications should be sent to The Registrar, Chalmers University of Technology, 
S-412 96 Gdtcborg, Sweden before October 8lh 1992. They should include a 
curriculum vitae with a short description of the applicant's teaching research, and 
industrial experiences and interests. Special attention will be given to proven 
leadership and managerial skills. For information about the position and the 
application procedure contact: Professor Hans Bjflmsson, department chairman, 
phone +46 31-7722494, fax +46 31-7722497. 


□ 


Swiss Cantobank 
Securities Limited 


T wo positions ire inquired by xeptuMe S wi*» Sacnrium Company based in ihc Cay. 
We era looking 10 expand hi tiw fimd mnugennan and sales ana MfoDowc- 


Money Market Find Manager 

Oppomndiy 10 join ■ null ha aaivo mm aT Manages of mbmmit] sod rapid/ 
exploding midii-cnncncy food 

Several yean money market experience in wrim c auuid c* on cni uL Registered 
Repre sent ative mum would be beneficial. 

Stlsiy commaisuras with experience. 


Fixed Income SalesflTrader 

Vacancy hex arisen La camplanent small team to service fixed income needs of 
establis h ed customer*. Minimum two yean experience, winking knowledge at 
German rod F i co dv 

Registered Representative status essential. 


Usual package far both positions. 


Applicants ihaoM write, enclosing CV. to: Ma StiefcJ, Swiss Camobrok Securities 
Unuud Ropcmtker Place, 25 Ropcroxkcr Street, I-oodcn EC2Y 9 AS 


ANALYST 


BNP, Frankfurt, seeks an analyst 10 research the German StodmrariccL 
Your work will include fundamental analysis of listed companies. 
Preferably you will have an economic education, working experience and bo 
very i n lcrencd in ihc German stock uurkeL Please endow, if possible, 
some examples of your past work. Our clients arc mainly forcignert, thus 
you will be fluent in English- Knowledge of value investments would be an 
advantage. Salary eommensuiaie with qualifications. Please answer in 
writing including docnmenuiion of education Wk 


BanqueNatinoaledc Paris, S.A. & Co. (Deutschland) Of IG 
z. lid. Jorgen Qtidcfcd 
Fostfach 170153 
6000 Frankfurt. a-M. 



DAWN AY, DAY & CO LIMITED 

Entrepreneurial Corporate Finance Executive 


Dawnay Day, a member of The British Merchant Banking & 
Securities Houses Association and Securities and Futures 
Authority, is expanding its corporate services operations. 


An opportunity has arisen for a dynamic corporate finance 
executive with a high level of commercial acumen to join and play 
a major role in this expansion. 


The successful candidate will be well qualified. He or she will have 
had at least five years experience and a proven track record in a 
well established corporate finance/mergers and acquisitions 
environment. In addition, the successful candidate will possess 
excellent communication skills as welt as a high degree of 
individuality and resourcefulness. 


An excellent remuneration package related to performance is 
offered. 


Please reply in confidence enclosing CV to The Chief Executive, 
Dawnay Day & Co., Limited, IS Grosvenor Gardens, London, 
STWIW 0BD. 


LME OPTIONS 

Trader, market maker, major house. 

£80/000 

OTC ENERGY 

European marketing, international bank. 

£70/000 

DEBT ARBITRAGE 

Debt /derivatives proprietary trader, international bank. 

£50/000 

RISK MANAGER 

Equity/debt-based, European bank. 

£50/000 | 

R Please contact fonatluM Hawes on 071-623 1266. 1] 

$ Jonathan Wren tc Co. Limited. Hasadal Rcaultracat Cansultmts H 

[g No. 1 New Street, London EC2M 4TP Telephone 071-423 1266 fra Untie 071-826 5259 if 
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APPOINTMENTS ADVERTISING 

appears every Wednesday & Thursday & Friday (International edition only) 

For further information please call; 

Richard Jones on 07 1-S73 3460 Teresa Keane on 071-873 3199 Alison Prin on 071^73 3607 
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SENIOR POSmONS IN GENERAL MANAGEMENT 


The Paymaster General's Office 


Hie Paymaster General's Office encompasses three main business areas. These are: 

• Banking- the mamraining of accounts and pronsion of banting services far pabfic sector bodies. 
. • Pensions - the administration and payment of approximately 1-5 million pofatic service pensions. 

• Apex • the acammbdon of fliandal statistics for die Treasury. 

Fran April 1st 1993, die PGO assumes Executive Agency status under the Government's 'Next 
Steps’ initiative. 

This appointment assumes full responsibility for leading and directing the PGO ata key stage in 
hs development. 




Crawley. West Sussex. 



An equal' 

oppo rcu n ties c- nip I oyer 

E.E.C. Nationals are 
eligible to apply 


The PGO aims to Implement strategic plans designed to achieve a Total Quality Management 
approach in a more commercially orientated business environment. With the support of 3 Senior 
Directors and 9 Managers, you will oversee the implementation and achievement of ail corporate policy 
and operational goals. 

The Agency has approximately 864 staff and an annual budget of £25 mfllkm. An extensive remit 
vtiH enable you to maximise productivity, quality of service and unit cost efficiency. To achieve this 
your business acumen and analytical skills most be 1st class. You should also be totally committed to 
the principles of team buiUBog and staff training and development. 

The resulting launch of Executive Agency states therefore makes it imperative that you possess 
the persuasive powers and presence to manage change, encouraging new working practices and 
procedures, inducting pursuing market casting of services. A good standard of computer literacy is 
Imperative to oversee the introduction of major new computer systems, designed to support this 
period of change and longer term business objectives. 

WeH developed communiatioa and interpersonal skflis are necessary as you will be operating at 
the highest levels, including liaising with customers and reporthig directly to the appropriate Treasury 
ftinister. As the Accounting Officer lor the Agency, you will also deal with the National Audit Office 
and PubDc Accounts Committee on all matters retiring to finance and value for money to the taxpayer. 

We are seeldng applications from hr&i allbre professionals, capable of strategic evaluation, with 
an outstanding track record of senior managerial success in an IT led business environment of at least 
500 personnel. Banking or pension administration experience would be preferred. You must also be 
able to demonstrate a good record of academic achievement 

The appointment will be initially for a term of 3 years with the possibility of extension, subject 
to performance. 

Salary scale will be up to £39,000pa. (currently under review, more may be available lor 
candidates with exceptional qualifications or experience) plus performance related pay linked to 
performance against agency targets. Benefits wiB indude a non contributory pension scheme and annual 
leave allowance of 6 weeks. Relocation assistance will be provided, if appropriate. 

For bther detaibaad an appBonon farm 
(to be returned bj 2nd October 1992) write ax 
terdtmem A Assesanent Services, Alencon Unit, 

Butngsofce, Hampshire RG2I IjB or telephone 
Basingstoke (0256) 468551, fax (0256) 846660. 

Please quote reference B/ISfl/91 


PAYMASTER GENERAL’S OFFICE 


The Top 
Opportunities 
Section 

appears every 
Wednesday 

For 

advertising 

information 

call: 

Stephanie 
Cox-Freeman 
071873 4027 

Elizabeth 
Arthur 
071 873 3694 




The European Patent Office 

Is seeking for 

Its sub-office In Vienna a 


Head of Publications 


Trie European Patent Office is an International authority whose task 
It fs to examine and grant patents on behalf of Its 17 Member States. 
Each year the European Patent Office receives some 70,000 patent 
applications from around the world. 4,000 people are employed by the 
Office, working in the three official languages * English, French and 
German. 

The Patent System encourages technical Innovation, on the one 
hand, by affording the inventor an exclusive right to exploit his 
Invention and, on the other hand, through swift and widespread 

publication lasting to the rapid dissemination of new technical Ideas. 
Patent Information has changed radically In recent years with the 
introduction of new publication methods at the European Patent 
Office - in particular CD-ROM has come to be of great importance. 

The tasks of the Director of Publications will be to ensure that the 
publications at the Office and their production methods conform to the 
highest and most modern technical standards. The successful 
candidate should have considerable experience in this area. Other 
prerequisites Indude dear leadership qualities, a university degree, 
fluency In one of the offidal languages and a very good knowledge of 
the other two. 

Your application should be sent to: 

European Patent Office 
Personnel Dept. 

Schottenfeldgasse 29 
A-1 072 Vienna 
before 30 September 1992. 


SECRETARY-GENERAL 

The European Atomic Foam (Fonum) is an noemational association r ep resen t in g ibe collective interests of 14 national organisation* whose m ember ship is 
engaged in tbe development and peaceful use of nuclear energy. « power source that amenity mem 35* of Western Europe's electricity needs. 

In recognition of the growing im port a nc e of EC-boties in the policy and decision-making process, Forauxn, which currently has Us headquarters in London, is 
to transfer its office to Brussels and requires a Secretary-Genera! to act as Chief Executive and to direct the activities of a small professional staff. 

Knowledge of the energy rector, experience m public affairs and fluency in English and French (German desirable) is essential The candidate is abo likely to 
have had experienc e with European Community institutions. 

Tbe succ essf ul c a ndid at e , who will have the challenge of setting up his/her own organisation, must be able to function in an international env i ronm ent, possess 
strong inteUeaual management ability and p »«Miiini| »| skin*. 

The applicant will probably be in his/her forties to mid-fifties, with a track record of ito uonstr ate d achievement. 

Tbe compensation package b ^tractive. 

Applications, ac c om pa nied by a cmicufann vitae, should reach (he Qtarrman of the Selection Committee 

FORATOM, 22 Buckingham Gate. London SW l E 6LB. by 30th September, 1992. 
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Custody Marketing 

£ Negotiable 
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. is rmctrf rhe IcadinjtUS GUihnl Custody 

; • wtsdttttiansf a reputnrion carnal over ncnrly 120 
' ycurs of providing high quality financial services to 
- 1» glints. A rcccnt’rcurjganhsnion in the London 
officcitos resulted in a requirement to strengthen 
7 tKeirOlohal Custody marketing team to compete for 
. and wri increased market share in the UK and 
Euh«k»n.n>nrkccpl!KCc. 

The individual. will hold total mannjjcincnt 
' ; responsibility for major institutional relationships 
marketing global custody including associated 
. treasury, cash management and stock lending 
ptudobes. A strung marketing background combined 
. . witba knowledge of a broad base of securities 
prixfijcct is advantageous butmore important is the 
ubiliry to-gnfn credibility "at chic most senior level 
: within client institutions. " 



You are likely ro he a graduate aged between 

Michael Page City 


28 and 38, with some five years experience of 
marketing and/or sales' in the financial products 
arena, ideally from a similar position within another 
Glohal Cusnxly service provider. An excellent 
communicator, you should have a proven record of 
maintaining key relationship contacts and will 
ideally have a sound knowledge of the critical 
elements of the Glohal Custody Services demanded 
by clients. 

This is an exceptional opportunity ro work with a 
market leader in an attractive environment where 
you could enjoy long term career enhancement and a 
generous performance orientated remuneration 
package. Interested applicants should contact 
Ann Semple on 071 831 2000 or write to her 
enclosing a full curriculum vitae with details of your 
current salary package to Michael Page City, 
Page House, 39-41 Parker Street, 
London WC2B 5LH. 
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Glo bal Non $ 

Swaps Support 

London Product Controllers 

Our client, one of the major US investment banks, now requires 
^ individuals with at least three years experience In swap trade support, 

• ,, \ operations, and/or accounting, to join their dynamic and growing 

’ • •• swaps administration team. Your varied role supporting the Global 
Non S Derivative Business will include: 

. . • Economic sign off of new trades and ensuring che accuracy and 
completeness of documentation 

• Controlling the booking of deals into the Operations. Accounting 

■; - and Risk Management Systems 

. • Provide accounting l»ck up to ensure the accuracy of the 
reported. P/I, . 

. • Provide management with exception reports, details of non- 
‘ standard trades and other information necessary to control the business 

• Coordinate special handling on all complex swap and derivatives 

Degree qualified with a numerate background, you will need a 
: sound product knowledge including an understanding of swaps, 

. cap/floorH, swaptions and currency swaps. You will also understand the 
"j . ftjrt) coupon curve, NPV, YTM, IRR, OYE, delta and bond valuation 
v technlqiK.w. 

."' ••• Computer literacy is also important. An MBA or ACA would be 
; ~ ' Ideal. In the first instance, please send a full CV to Clan; Lockhart at the 

‘ O ‘ ■ address Ik^Iow. Please list separately any companies to whom your 

■T'- '--IS ' ! ... details sltould not he sent as applications will be forwarded direct to 
: y ‘ :r - ^ client for consideration. 
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BERNARD HODES 


Griffin I louse, 161 I lammersmith Rd 
Ixmdun W6 8BS. (Xn-C«».) 


CRUDE OIL/PRODUCTS 
TRADERS 
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Hungary — Venture Capital Fund 

An Outstanding Career Opportunity in the Emerging Markets 

Morgan Grenfell is the lead manager of H angaria International Investments (“HIT), a turnaround and development fiind, 
promoted by the Hungarian Government. 

The Venture 

The main features of HII are: 

• HU will seek to acquire full control of around five medium-sized Hungarian enterprises from the State Property Agency 

rspA-). 

• HII will inject new capital (typically USS 5 -10 million per company) and bring in experienced managers to restructure its 
subsidiaries over a two to three year period before selling them on to trade investors or other investors. 

• Hll will itself recruit a small management team combining general management, marketing, business planning and accounting 
skills reporting to the supervising merchant banking team. 

Tbe Opportunity 

Hll is now seeking to recruit the chief executive of its management team. 

The individual will be an exceptionally experienced, high profile manager with an industrial background. He or she must be able 
to exhibit a progressive career history, preferably demonstrating successful participation in company turnarounds. The role will 
be to supply the extensive strategic planning skills and expertise required by the individual businesses. 

The right candidate will be a person of stature and intellect who is currently in a senior position with strategic planning exposure 
within a large international industrial group. An ability to bring fresh innovative ideas to the venture is a prerequisite. Strong 
man -management skills and an ability to work as a part of a team will also be required. The successful candidate will be 
expected to assist quickly in the recruitment of the other members of the management team. 

It is not a prerequisite that the candidate is able to speak Hungarian. However, a willingness to learn the language is desirable. 
The chief executive and management team will be based In Budapest, although immediate relocation is not necessarily expected, 
and will be supported by local management and sectoral specialists. 

The Reward 

For the right candidate, remuneration will not be a limiting factor and an ex patriate package will be commensurate with the 
high calibre requirements attached to this opportunity. 

Please forward in absolute confidence a full curriculum vitae to: 

Martyn Drain 

Morgan Grenfell & Co. limited 
23 Great Winchester Street 
London EC2P 2AX 


TRAIN EK PARTNERS 
IJaiid positions for «a>biiion* 
indxvidtuls to work within cpcdalirt 
nm of *a Asm due to ■ major wodd- 
widc oiganisstioa- Foil mining with 
potential for putaetslnp sad ptoGt stem 
within 12 to It months. Suitable Tor 
experienced Graduate* sad 
ftc fn s ttnn i l a For further detail* pleaao 
aril John EBmm-Tappio 071 -240 4942 


EUROBOND SALES 

Leu Securities Limited is a member of one of 
Switzerland's oldest banking groups and enjoys a 
considerable reputation in the International Fixed 
Income Securities Markets. 

We are looking for capable, self-motivated and 

experienced sales people to join an existing Fixed 

Income Group. Candidates should have an established 
client base and have worked for a minimum of five 
years in the International Fixed Income Markets. 

We offer an attractive performance-related 
remuneration scheme. 

Please send a c.v. with daytime telephone number to: 

J. Michael Galbraith, Leu Securities Limited, Enserch 
House, 8 St James's Square, London SW1Y 4JU 


Dynamic group of companies with worldwide interests in shipping, 
petzdeum, banking and real estate fa looking for 

LAWYERS 

for its offices ia Monte Carlo and in Geneva 

The successful applicants must be senior lawyera with minimum 5 yean 
of all-iotind expCTienee encompassing all variety of corporate matters, 
commercial and lending transactions, general litigation, including 
maritime^ real estate, oil trading. 

To achieve die above tasks, a good sense of business, negotiating skills 

and languages an requested. 

If interested, please send curriculum vitae to cipher MOl 8-14332, 
PUBLIOTAS, CH-T211 GENEVE 3 -SWITZERLAND- 


TREASURY ANALYST 


o£24k 

PowerGen is one of the largest privately owned 
generating companies in the world. 

Appfcations are invited for the above position 
based at PcwerGenS City offices. 

Treasury is a srreS, specialised department Nbu 
wi report tSrect to the Assstait Group Treasurer, but 
in addition you wB be required to provide assistance to 
the Manager, Project Rnancrg as necessary 
NatuBfy the faxicity of working airangements e 
important to resource workload peaks. 

\bu wH be involved in operational, analytical and 
project related tasks 

• Operational work wi include involvement with 
deafng. confirmation and settlement, preparing 
reports and analysing m^ket information. 

• Analytical tasks w3 ewer a wide range of 
Treasuy manors, often on an ad hoc basts, induing 
financial analysis. 

• Projectwwk wi! relate to project financing of a 
special or non recoirse nalure inducing firring of 
joint ventue companies in Ihe LK and oveseas and 
specssfa 3ssst rs&ed financing. Efcerifc tasks 
tnciude analysis and negoiiaiion of commerce! and 


City 

financial agreements, doss liaison wfth other in house 
revisions and external advisors as wel as contact with 
cormreraal banks and other Enanciai institutions. 

Ideafly you wi be famfe with bcrruwng 
techniques, investment products, currency 
management and derivative instrunentg, consideration 

wit also be given to canddales with strong widenca 
of financial analytical sldte, and understanduig of 
ccrnnercaandfirmadagEemenls. 

\bu shaJd have sound educational quaifications. 
preferably to degee fawelorequivslent. Computer 
feeracy, particuteity with spreadsheet products is very 
desirable. 

This is an odstandhg opportunity to further you 
treasuy skis working for a major Blue Chip Corrpany. 
The salary wB be h the region of £24k, nsgottabte. 

Please write enclosing a fid CV and cunoti 
salary details quoting reference PG97/92 to the 
Recruitment Section, Pereonnal Services, 
PowerGen pic, Haslucks Green Road, Shiriey, 
SoEhufi, West Mitflands, B90 4P0. 


PowerGen is committed to Equal Opporhnties 
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Corporate Finance Executive 

Housing Associations / Structured^nance 

Fascinating challenges and excellent rewards for a dedicated team player 

UBS Phillips & Drew, part of the AAA rated Union Bank of Switzerland, is a leading financial adviser to 
housing associations, educational institutions and quasi public sector organisations. The Corporate 
Finance team servicing these clients has a wide array of existing mandates and is committed to 
developing its services further throughout these sectors. In particular the team is the market leader in 
advising housing associations undertaking Large Scale Voluntary Transfers of local authorities’ housing 
stock: over £600 million has been raised in the past two and a half years We now intend to develop 
and broaden the existing expertise of the team, and to expand both its products and its markets 
We are looking for an energetic and innovative executive to join this team, ideal candidates will 
probably be in their thirties and will have gained experience of structured, project or property finance 
while with a bank, building society or other financial institution. They should have excellent 
communication skills a commitment to the highest professional standards and the ability to execute 
complex financial transactions in a demanding and dynamic environment Recent exposure either to 
the social housing sector or to capital markets would be a particular advantage. 

The appointee will join a highly professional, hard working team which has gained widespread 
recognition throughout the social housing movement and indeed across the wider public sector. 

Please send full career details to: 

Loma McArthur 
Personnel Manager 
UBS Phillips & Drew 
100 Liverpool Street 
London EC2M 2RH. 
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CORPORATE FINANCE 
EXECUTIVE SOUGHT 

U.S. based Registered Investment Advisory seeks thoroughly 
experienced marketer of U.S. corp. placements principally to 
Insurance Co's a other Financial Institutions, 7-10 years' 
experience, excellent references essential. Superior compensation 
pkg. Principal will be Interviewing London- Sept 25-30. 1992. 
Successful candidates to cover all Europe Reply with resume and 
earnings history via fax to : Gatin A Company 
212 410 4948, Att Chairman. Selectees will be contacted to 
arrange appointment. 






City 


Base to £50K 


Our client, the London-based securities arm of a major 
international bank, is further strengthening its activities in 
the international securities markets. 

They now seek a fixed-interest salesperson with an active 
UK client base, and at least 2 years' relevant experience. 
They will also welcome applicants with a European client 
base. 

This recognised force in the fixed-income markets can offer 
suitably-qualified individuals outstanding career prospects 
and excellent rewards. Please reply quoting reference 
number MH 2947. to: 


Rochester Partnership Ltd. 

Garrard House 
31*45 Gresham Street 
London EC2V7DN 


Teh 071 600 CHOI 
Fbc Ittl 796 4255 
Also on Reuters pages 
JOBS: JOBA 


International Search 4 Selection 


INVESTORS 

CHRONICLE 


COMPANIES WRITER 

We require an investment analyst/dnandai JoumaftsL The Job is an 
interesting and responsible one. analysing the performance of major 
quoted companies and giving an informed comment on ihe shares. Each 
companies writer has his/her own sectors but is expected to work as a 
member of the team. 

Candidates need to be abie to interpret a company's financial 
performance, assess its Duly effect an tfie share price, and put tNs Into 
dear, concise and entertaining language while meeting demanding 
deacSnes. 

Phase send applications waft CVS to: 

The Editor, Investors Chronicle 
Grays loka Place, Fetter Lane 
London EC4A1NO 


CURRENCY OPTIONS DEALER 


£ NEGOTIABLE 


FULL BA NKING 
BENEFITS 


We are a progressive Japanese bank looking to recruit an 
F/X options dealer to join our established options desk. 

The successful applicant will have 2-3 years inter-Bank 
dealing experience in the options market. 

Please reply in the strictest confidence by sending your CV 

to: Dominic Grealy, Personnel Manager, 

Sumitomo Trust & Banking Co. Ltd., 

155, Bishopsgate. LONDON EC2M 3XU 

♦ 

SuinitomoTrast 

A Bankdtj}Cn f iff 


Are you looking for 
young European managers 
for your Company? 



Team 92 European Companies 
Meet Students 

MILAN, 2ND AND 3RD DECEMBER 1992 




Fin 
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'll Sole 24 Ore", Italy's leading financial daily, offers you the opportunity to meet 
undergraduates and recent graduates, selected from the main universities 

of EC countries. 

For further details, phone Milan (Italy) at either of the following numbers: 
39-2-3103531 / 3103532 fox 39-2-3103535 
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ACCOUNTANCY APPOINTMENTS 




SB 


Michael Page Finance 

International Recruitment Consultants 


REVIEW OF UK SENIOR 
FINANCIAL APPOINTMENTS 


Over 12,000 senior executives, predominantly 
Managing Directors and Finance Directors already 
receive the Review of UK Senior Financial 
Appointments. 

Compiled by Michael Page Finance, in conjunction 
with the Financial Times, this Review is the only 
comprehensive analysis of its type. It is an essential 
aid to manpower planning and budgeting, the 
determination of recruitment personnel and salary 
policies, and provides an immediate, up-to-date 
guide to the financial recruitmcnc market. 

Its contents include the identification of salary 
levels and recruitment volumes within the 
accountancy discipline, analysed by sector, size of 
company, level of appointment and geography. 
Comparisons arc provided which demonstrate 


trends on an ongoing basis. 

Distribution is exclusively to relevant executives 
and is available strictly on a requested basis. 

If you would like to receive the Review, we will be 
pleased to send you a complimentary copy of the 
Autumn 1992 issue. 


PLEASE ATTACH YOUR BUSINESS CARO HERE 


AND SEN0 IT FOR THE ATTENTION OF LESLEY CHURCHYARD. 
The UK FINANCIAL APPOWTMBfTS REVEW. 

3»*l PARKER STREET. LONDON WC2S SLR 


FT 


FINANCIAL TIMES 

EUROPE'S BUSINESS NEWSPAPER 


APPOINTMENTS WANTED 


Can anybody utilise the knowledge and expertise of a 
LONDON TRAINED CHARTERED ACCOUNTANT 
with a Cambridge law degree (redundant Financial 
Director) who has had practical experience of German 
Commerce / hence German speaking with some 
French. Temporary assignments or special 
commissions considered. 

PWmm wt4o Ip Bo* A194S, Financial Timoa, Onp Soulhnarit Bridgg, London SEl 9HL 


FINANCIAL TIMES EUROPE’S BUSINESS NEWSPAPER 

vous faire part d'un accord publicitaire avec LES ECHOS 
le quotidien de I'economie le plus important en France. Une annonce 
dans la rubrique “Off res d’Emploi InternationaIes”dans le 
FINANCIAL TIMES et LES ECHOS augmentera de fa^on 
substantielle Tim pact de votre message sur les cadres dirigeants en 
Europe. Chaque semaine les annonces paraitront dans les Echos le - 
mardi et dans le Financial Times ie mercredi (le vendredi dans F Edition 
Internationale du Financial Times).Pour de plus amples renseignements, 

veuillez contacter 

STEPHANIE COX-FREEMAN 
071 873 4027 


SWITZERLAND 

Due to continued expansion, we have the following vacancy in our 

Swiss office. B 

ACCOUNTANT ACA/ACCA 

We require a recently qualified accountant who, reporting to the 
Board of Directors, will be involved in all aspects of the 
company’s business including preparation of the company's and 
clients' accounts and trust and company administration. The 
position will involve direct communication between the 
accountant, the clients and their professional advisers. 

Experience in the offshore financial field would be an advantage. 

The Advertiser is a major financial group with a network of 
Trust/Company Management offices in various offshore centres. 
We offer an attractive remuneration- package which includes non- 
contributory pension and health schemes. 

Applications , including a full C. V. should be addressed to: 

BoxA607, 

Financial Times, 

One Southwark Bridge, 

London SEl 9HL 


FINANCIAL TIMES/LES ECHOS 




FBUmCUlL CONTROLLER IN BSCAREST 

Romanian Computer Systems, exclusive distributor for Apple 
Computer in Romania, is seeking to recruit its FINANCIAL 
CONTROLLER, based in Bucarest. 

Reporting to the Managing Director and in charge of a small team, the Financial 
Controller will he rcsponsable for : 

♦ Setting up internal control and management reporting 

♦ Preparation of financial statements 

♦ Credit control 

♦- Cash flow and P & L forecast 

♦ Evaluation and implementation of channel and end-user financing plans 

♦ Developing the interface with banks and insurance companies 

University degree or Business sebool in Finance and Accounting 
3 to 5 years experience in an identical position or in auditing, 
the position requires complete fluency in Romanian and a good command of 


Apple Computer Europe Inc. 
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ACCOUNTANCY COLUMN 


UK financial reports repay a diligent reader 

flike Davies, Ron Paterson and Allister Wilson on the need for skill in interpreting company accounts 

T 


ES 


, HE STATE of UK 
financial reporting 
has -provoked some 
agitated debate in 
fecent weeks, even verging on 
state of panic. It has been 
Suggested that accounts have 
become so. unreliable as to be 
Valueless. We fundamentally 

E months researching 
minting policies and 
jtbeir application in the 
{accounts of several hundred 
jleading British companies for a 
( book published today, we feel 
{equipped to offer a different 
« view. — 

• No one would cbtim that the 
' present ntles on financial 
* reporting in this .country, are 
i ideal. But we believe British 
I company accounts' compare 
! very favourably with those of 
• most other countries, -and pro- 
: vide a great deal ef useful 
1 information for those with the 
skill to interpret it • 
Regrettably, we sometimes 
wonder how many users of 
accounts really have that skill 
Although this might be consid- 
ered the fault of over-complf 
cated accounts, we think it 
might equally be seen as a crit- 
icism of the users. 

One perennial problem lies 
in the widespread misunder- 
standing of what accounts can, 
and cannot, do. Their arithmet- 
ical neatness suggests to the 
^layman a precision and com- 


pleteness that is in fact wholly 
unattainable. The affairs of 
large companies are highly 
complex, and can no more be 
encapsulated in a few simple 
measures than can the work- 
ings of the British economy. 

Accounts should not be 
regarded as objective state- 
ments of fact, bat only as a 
subjective and stylised descrip- 
tion of a company's financial 
affairs. • 

The underlying reality which 
they seek to describe is to be 
found in the transactions 
which- the company under- 
takes, and the- cash flows 
which are derived from them. 
This is where objective reality 
stops, and subjective interpre- 
tation has to take over. 

There is an extensive frame- 
work of. rules and practices 
which govern the presentation 
of accounts.. But their applica- 
tion requires considerable pro- 
fessional jud gment , and differ- 
ent people will make different 
choices in exercising t.h ^t judg- 
ment. In addition, accounts 
have to deal with estimates as 
well as known amounts, and 
there is obviously room for dif- 
ferences of opinion when mak- 
ing three estimates. 

' Sophisticated investors know 
this, and also understand the 
political motivations which 

mfTnpnno the manner fa which 

boards of directors wish to 
present their companies. Con- 


sequently. they treat the 
accounts with an appropriate 
degree of circumspection. 

They also appreciate that the 
accounts are only a small part 
of the total information avail- 
able about a company to assist 
their investment decisions, and 
give them appropriate weight 
alongside three other sources. 

Despite this, we frequently 
bear cries such as: “How can 
Polly Peck go bust when its 
last accounts reported record 
profits?" Such a question can 
easily be answered by anyone 
diligent enough to have read 
the last accounts in full, as 
they clearly demonstrate that 
this was a high risk invest- 
ment and not suitable for wid- 
ows and orphans. 

Both the low UK tax charge 
and the segmental analysis 
showed that most profit was 
not earned in the UK but in 
much more risky economies. A 
simple rearrangement of the 
statement of source and appli- 
cation of funds into the format 
of a cash Bow statement would 
have revealed a very large out- 
flow of cash from operating 
activities. It was also quite evi- 
dent that the group had just 
taken on a very significant 
debt burden in connection with 
the Del Monte acquisition. 

This is not to imply that the 
accounting profession can be 
self-satisfied about the state of 
UK financial reporting. Many 


companies produce excellent 
annual reports, and their 
boards clearly take their 
reporting responsibilities very 
seriously. But some others are 
much less praiseworthy and 
convey a shifty and devious 
impression, using creative 
accounting to prop up their 
otherwise sagging perfor- 
mance. 

One positive feature of UK 
accounting rules is that they 
require extensive disclosures. 
These usually make It abun- 
dantly clear to the informed 
reader that the company is 
presenting a somewhat gener- 
ous view of its financial posi- 
tion. For example, even though 
the existing standards on 
accounting for acquisitions are 
weak, the disclosure require- 
ments are strong. 

T he unfortunate thing 
is that so few ana- 
lysts and other com- 
mentators seem to be 
capable of recognising these 
signs. If they were, the market 
place itself could act as a more 
effective force for good 
accounting. 

In the absence of a stronger 
influence towards good 
accounting from the market 
place, do the accounting rules 
need to be improved? In princi- 
ple, yes, but this is easier said 
than done. We certainly do not 
need more rules. Accounting 
standards which seek to regu- 


late every conceivable circum- 
stance are ultimately self-de- 
feating because they get bog- 
ged down in their own 
complexity and often open 
more loopholes than they 
close. 

More insidiously, they risk 
changing the nature of finan- 
cial reporting from a process of 
communication to a compli- 
ance exercise, in which any- 
thing which is not explicitly 
forbidden acquires a spurious 
legitimacy. That spawns an 
avoidance industry which sees 
accounting rules fa the h»twp 
light as tax laws. 

Passing more laws does not 
make people more honest. 
What we need is clearer princi- 
ples, which make it harder for 
preparers of accounts to ration- 
alise dubious treatments both 
to themselves and to their 
auditors. 

Based on our review of com- 
pany accounts, we believe that 
some of the areas which are 
most open to abuse do not cor- 
respond to the apparent priori- 
ties of the Accounting Stan- 
dards Board (ASB). These 
include fair value accounting, 
and the treatment of fixed 
assets and depreciation. 

There are also a number of 
existing accounting standards 
which are in urgent need of 
reform. We would highlight 
SSAP is, on deferred tax, and 
SSAP 24, on accounting for 


pension costs. Although the 
ASB commissioned studies on 
these issues a year ago. we 
have yet to see any results. 

In addition, we have doubts 
about some of the topics 
already tackled by the ASB. 
Just ten months after the new 
cash flow standard was Intro- 
duced, for example, our 
research shows that wide- 
spread inconsistencies have 
already developed through 
what we identify as deficien- 
cies in the standard. 

We are glad to see that the 
ASB has embarked on the most 
difficult challenge of all laying 
down a framework for account- 
ing in Its Statement of Princi- 
ples. While we are not con- 
vinced that their proposals 
under this project so far are 
heading in the right direction, 
we entirely endorse their deci- 
sion to undertake the quest. 

But the main problem is one 
of interpretation. It is not that 
UK accounts fail to provide 
useful and reliable informa- 
tion. They convey a great deal 
to the diligent and skilled 
reader. What we most need is 
to expand the number of these 
readers with these attributes. 

Mike Dairies, Ron Paterson 
and AUister Wilson are mem- 
bers of the technical department 
of Ernst & Young and the 
authors of the third edition of 
UK GAAP, published by Mac- 
millan today, price £44,95 
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FINANCIAL SERVICES 

nw Commission is rursciijlv :c sponsible lor 
vjhsum!:a! proper?-; ,»nd Und .u.-.cis ■■.lined at 
ip rlie -l E 113 I&I 1 nc.Y towns whicii 
inelitd’:- Milieu Keynes and Tdloid Oni Fiivincc 
DtKMHmf n? is beina ie-orci«aisod :o support .i 
\.n\-; corporate orannasiienal structure 
throu.iJi tlio pro’taioti ef comprehensive 
lir^ncio! advice, miotmatic-it ar.l control c?ni 
pitiblc- ‘.vith both corporal* and operational 
needs We now wish to fill the !o]!owm,i senior 
pet ition m our London office 

PRINCIPAL 
FINANCE OFFICER 

Circa £32,000 pa 

Responsible to the Commissions duel 
Acce.ur.iani for the accountancy team deJmfl 
ivsih the- Mew Towns in the Midlands and the 
North 

The pos'holaes will be o memfc-?r of the Senior 
Finance Officers loam and manage lour finance 
staff. The pesthddeis duties include providing 
a significant input into the preparation of the 
annual accounts, budqet and corporate plan, 
the supper) of regional professional disciplines 
through the provision of financial information 
and the operation of budgetary conirol 

The Commissions principal conditions of 
service and benefits include contract car hire 
provision, luncheon vouchers, generous annual 
leave, choice ol pension funds and opportunity 
for performance payments. 

Candidates should be highly motivated 
qualified accounionea 

For on informal discussion, please contact 
Dennis Hone. Head of Financial Services on 
07 i -SS2£ 772S exi 309 IPosi Rot FS4) 

For cm application faim and farther 
dotafls, picas# contact Ui# Personnel 
Section on 07 X-82S 7722 ext 406. 

Closing date; 1st October 1992. 

COMMISSION 
FOR THE 
NEW TOWNS 
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Finance Director 

W. Yorks cJ£45jOOO+ bonus + car 4- bens 


• "Our client, die UK operation of a highly 
successful. multinational company involved in 
construction related activities, has a turnover of 
c'.£50im. 


. • In line with a long-term commitment to growth 
in the UK, both organic , and by acquisition, the 
' • business now requires a commerdally-minded 
Finance - Director who will make a significant 
. contribution to strategic business development 


"As ai key member of the Management Team 
. and^. with a direct report. to the UK MD, the 
appointee Will bring leadership, direction and 
motivation to the Finance function maximising 
. its effectiveness and ensuring the provision of 
.. accurate and_ timely, management information 
and advice.; . ..... , 

• Candidates, qualified accountants in their AO's 
or : ,^riady r 50 r s, will, have i a good, working 
knowledge of the Construction Industry and of 


building contracts and familiarity with a range 
of information systems. 

" Previous experience will include working in 
a multinational corporation with corporate 
accounting standards and reporting disciplines 
and must reflect the capacity to work effectively 
in a multi-discipline team. 

" Key personal aptitudes will include: maturity, 
adaptability, strong communication skills and a 
tactful assertiveness. 

■ If you feel able to meet Ms challenge and to 
grasp the significant opportunity which it offers, 
please apply m writing with CV, gyving details of 
current remuneration and quoting reference F/229/B 
to Paul Bailey, Ernst & Young Corporate Resources, 
Commercial Union House, Albert Square, Manchester 
M2 OP. 

=3 Ernst &Young 
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Financial Controller 

The Netherlands 

c.£55,0OG (equivalent). + car + relocation 

Our client, a major UK pic, is a world leader fn the food, drink and hospitality sectors, with a comprehensive 
distribution network spanning, all five continents. Recent growth In its European operations has led to the 
need to-recrutt a high calibre Financial Controller capable of managing the diverse activities of the Group's 
DutcfiNbased investment holding and finance company. 

In' this newly created position, reporting directly to the UK, you will act as the financial lynch-pin between 
group-head office and its European central operations. Your ability to harness the potential of the existing 
finance teemwiH be key to your success in overseeing all aspects of financial accounts preparation, 
management reporting, treasury management end statutory accounting relating to the Dutch operation. A 
-vital fgeet of your role wilt be to forge a strong collaborative relationship with the internal tax specialist, 
advising, jft particular, on the financial Implications of European acquisition and disposal activity. Up to date 
technical knowledge will enhance your credibility in this regard. 

A UK qualified graduate chartered accountant, likely to be In your mid to late 30’s, you will have subsequently 
gainechextensfvB commercial accounting exerience and have already worked in an international context, 
eitherta Continental Europe- or within the UK subsidiary of a European company. You are energetic, team- 
spirited: and a boro problem solver, with first class leadership skills and an infectious enthusiasm. Success in 
thfs-high profile role will . guarantee access to a wealth of career development opportunities throughout the 
Groups UK and international operations. 

Please write! In confidence, enclosing full career and salary details to Tim Knight, quoting reference A7951. 






M&JSelection & Search 

2-3 Dorset Rise, BlackfHais, London EC4Y 8AE 



Director of Finance 

Vfest Midlands From £45,000 + Benefits 


•i. rV 




SarxJweit College has an enviable reputation lor Innovation and success. This leading Midlands based College has 
_ an annual budget of ElB.em mid employs 800 staff. 

. ■ As it moves to incorporation in April 1993 the College faces a significant programme of change, not least m the area 
••..of. Finance.. 

.- ' Reporting, to ^ Principal you will spearhead the transition from Local 
. Authority control to corporate status in a people and service-driven 

environment . 

‘To complement your strong technical and analytical skills you will 
: need to utilise proven financial management expertise combined with onumeas Msmtaxoam 
. integrity arid interpereonal sklJi&of the Wghest level. 

--To succeed^ the rote you -must be a qualified accountant with either public or private sector experience. An 
awareness and appreciation of changes within the Education Sector is critical. Knowledge of systems is essential. 
— Pteask write with a full CV quoting Ret 8/398192 to Steven French. 


SANDWELL 
COLLEGE 




Peat Marwick 

Pout House. 2 Cornwall Street. Birmingham B3 2DL. 
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Financial Controller 


Polish Speaker 


c. £40, 000 + benefits & options 


London or Warsaw 


Exceptional opportunity for a Polish speaking accountant to play a key role in building a 
substantial group of companies in Poland. Significant earnings and promotion prospects. 


THE COMPANY 

Quoted pic with blue chip institutional backing. 
Committed to acquiring a portfolio of Polish 
Investments. 

At an early stage in its development with a small 
management team. 

<&■ Already active in Poland and poised for substantial 
growth. 

THE POSITION 

O Reporting to the Cfo, foil responsibility for financial 
reporting and conirol, for both corporate and 
investee companies. 

<5> Consultancy role instructing Polish financial staff and 
management in Vifestem accounting practice. 



O' Once established, support MD and Cfo in identifying 
potential investments and analyse portfolio 
performance. Extensive travel. 

QUALIFICATIONS 

O Rigorous qualified accountant (ACA or equivalent), 
aged 30+, with fluent Polish and ideally educated in 
both Poland and the ’West to degree level. 

O Sophisticated financial accounting experience, gained 
either in financial services, a tightly controlled 
international group or the Profession. 

<5> Meticulous hands-on Controller with strong 
communication skills. 

Please replv in writing, enclosing full ev. 

Reference L3819FT 

54 Jermyn Street, London SW1Y 6LX 




NB SELECTION I2D -aNonnam Broadbex* Uondood associated company 
1/ONDON 071 493 6^92 -BIRMINGHAM 021 233 4656 • SUOUGH 0753 819227 • BBBTOL 0272 291 142 
GIASGOW041 204 433-» ■ ABEKDEEV 0224 638080 - MANCHESTER 0625 539953 



FINANCE MANAGERS - EMERGING MARKETS 

CZECHOSLOVAKIA / HUNGARY ATTRACTIVE PACKAGE 

Coca-Cola is Ibe world's most powerful trademark and has the world's only truly global soft drink production and distribution system. 

With turnover exceeding SI.4 billion, Coca-Cola Am aid, » Australian Company, operates the Coca-Cola franchise in 13 countries, 
indnding Hungary and C tech o dovaldn. 

Several exciting opportunities have become available for qualified Chartered Accoaulanls or equivalent to join their dynamic interna tio ml team. 
Owing to rapid expansion where volume has doubled in Ihr last 12 months, executive finance position* have arises) In Czechoslovakia and Hungary. 
Based either in Prague or Budapest, your responsibilities will include: establishing and administering Western controls and information systems, local 
currency and dollar accounting, financial pi aiming, taxation, treasury and decision support analysis. 

Yon will need: 

■ A recognised accountancy qualification (ACA/CPA/ACCAACMA) or the equivalent training. 

■ LocaJ language skills. 

■ The ability to train and develop local staff 

■ Strong technical, analytical and organisational skills. 

■ Well-developed business skills. 

■ A “hands-on" approach 

■ An enthusiastic, outgoing and diplomatic manner 

Fu t u re opportunities to develop into CFO level, or broader managerial roles, are outstanding for achievers. 

If yon can meet this challenge, then lelcphooc or write to Jeremy Williams, quoting JW/CCA. 


IM^ 


O y D MORGAN 


klsfc# Hawn# l« HlMwat L«s»#«Ma 

Zoisphwra, 071494 &HI Emm- «7l< 


Manager - Accounting and Budgets 

Influence continuing change in a dynamic international environment 
London Excellent salary + benefits 


Inmarsat, a commefcially-oriented 
iruernarional co-operam/e backed by 65 
member countries, is the world's leading 
provider of mobile satellite 
communications for maritime, 
aeronautical and land mobile users. 

This senior appointment tn the 
Finance and Administration Division 
represents a very exciting opportunity for 
a finance manager who can appfy a 
modem business perspective to the 
financial and budgetary control, and 
reporting, of this complex, changing and 
growing organisation. 



Inmarsat 


You will be responsible to the Financial 
Controller for managing the accounting 
operation. You will be expected to make 
a significant contribution to the 
development of the annual budget, the 
generation of effective and timely real- 
time. monthly and annual financial and 
management repons including project 
reporting, the evolution of internal control 
policies and procedures, and the 
continued critical evaluation of existing 
and new systems from which solid 
financial information is generated. 
Advismg on third-party financing issues 
will be important. 

With a business degree and a 
recognised accounting qualification you 
have 10+ years' financial management, 
budgeting and reporting experience in a 
multi-currency environment, preferably 
including experience in a variety of 


commercial and international operations. 
Highly computer literate, you are 
experienced in selecting, maintaining, 
operating and enhancing sophisticated 
integrated computer systems, and in 
using spreadsheet and presentation- 
based packages. 

An internationally competitive tax- 
exempt remuneration package, which 
has attracted staff from 52 countries to 
our cosmopolitan London office and 
reflects the high level of competence, 
experience and qualifications required, 
will be offered 

To apply, please fax or mail full career 
derails, quoting Ref: CA/MS on the fetter 
and envelope, to Mike Stockford. 

PA Consulting Group, 123 Buckingham 
Palace Road, London SW1W9SR. 
England. Facsimile: ++44 71 333 5050- 
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INTERNATIONAL EDP AUDITOR 


AMSTERDAM 


v&GED 26-32 


c. J&32.000 + RELOCATION ASSISTANCE 


Our client, a blue chip US multinational Wfch a world wide turnover in execs* 
of SI billion has seen rapid cxpansiiiwlMaiffth organic growth and strategic 
expansion. " • - 

The Kuropean Head Office in AneMtfam oversees sales and marketing 
activities generating turnover in excess rtfMOO million in 1 7 Fumpean countries 
and the Middle East. Due to internal pmMhMlMi they now have a requirement for 
an individual to join the European Audit Mtljnn. 

Reporting to the European Audit MdWjjer. your responsibilities will include: 
• Review and assessment of inforiwMan systems, addressing both the 


effectiveness of internal controls artcL-Hic potential for improvements in 

.7 . 

1 1 pc rations and applications. ■ -.Tr 


(k-ncrai operational reviews and spectafjwojects. 


The successful applicant will he a graduate, professionally qualified 
accountant, wi* at least three tears experience In EDP auditing, gained cither in 
practice or industry. Your EDP experience would include audit in I !NIX and 
VAX/VMS environments: systems development and w ide area network 
experience would he advantageous. General audit experience should include 
exposure to iwtfckiational business operations. Tin- ability m work as pan of a 
team and liaise with senior management is essential, xs is the willingness to travel 
extensively. TOKtc English is the company's business language, knowledge of a 
second European language would be useful. 

I ntt-rcstcsk applican ts should contact Giles Daubeney on (020) 64)4 6SS, 
fax (020) 6429 005 or write to him ar Robert Walters Associates, 
‘Rlvierstaete’X AmstcUHjfk 166 1079 LH, Amsterdam. 


ROBERT WALTERS ASSOCIATES 
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Finance Manager- Television 


© 


Londoit- 


To £35,000 + Benefits 


Globally r en q w ried for die quality of their programmes, 
our client is oWRr^f the UK's most respected TV Producers. 
The incrL a lilrftf competitive nature of the industry has 
led to a awafcfered diversification into complimentary 
new market^ exploiting existing expertise and 
technology. " ; 


As Rnance M 3 * 3 ger you will be required to work with die 
Commercial Barcctor to ensure that the potential growth 
of these new&timesses is optimised. 


You will playittutial role in die commercial management 
of these busowfcss units: negotiating with customers and 
partners; eetfuating potential new projects and 
developing business plans to ensure profitability. In 
addition, youttiB be responsible for efficient financial and 
management importing. 


You will be an exceptional ACA/ACMA in your late 
20 sfcarly 30s with broad financial management experience. 
Whilst not essential, Media or, more specifically, 
Television industry experience would be an advantage. 
The commercial nature of the role demands that, in 
addition to a sound financial background, you will be 
able to demonstrate highly developed business and 
negotiation skills. 

For further information in the strictest confidence, please 
contact Tim Musgrave on 071-240 1040. If you prefer, 
send your resume to: Ref. 22/1262, Morgan & Banks 
PLC, 114 St Martin’s Lane. London WC2N 4AZ. 
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MANAGER- OVERSEAS AUDIT 

. 7 i "» . 

Careesr' development route with world travel 


Recently Qualified 


&£35,000 + bonus + car 


This top British industrial gp N$ is a household name, whose 
extensive network of produflQBto sites, distribution centres and 
sales offices spans the gfobfc^an emphasis on quality, 
innovation end investment ifcffce latest technology, our client 
has substantially mcreased&ibEteni&tional market share over 
recent years, and is now recsjjwfcedasa world leader in its 
sector. : 


This is a commercially oriaafepdTole, which offers exposure at 
the highest levels and sign fl famt personal autonomy. 

Reporting to the Head of Giwqs Audit, the successful candidate 
will manage a small team laffirirr responsibility for the 
creation and iraplementatiafc«|the overseas audit strategy. The 
focus will be upon WfestemHwupe, North America and the Far 
East and a high proportion tifcpbur time will be spent abroad. 


would alsobeusefuL Commercial acumen, strong leadership 
skills and tep^ievel credibility are essential. Oux client is . 
looking forsomeone with a well-developed international 
outlook. A second European language, preferably German, and 
experienced auditing in Europe would be a distinct 
advantage. Whilst the company v/ould prefer to base this job in 
London, it happy to consider candidates living near an 
international airport elsewhere in the UK or Europe. 


The role with it a negotiable salary, a generous expense 

allowance and bonus. It also offers genuine scope for a move 
into seniarfh&UKnal management after two or three years. 


Please replyis confidence, giving concise career: personal 
and salary details to Paul Carvosso, quoting Ref. L 693. 


Candidates should be qunlffifed accountants with at least four 
years' sophisticated audit ijfftfciice gained in a major practice 
or industrial company. Ad<S0&al line accounting experience 


Egor Execttlhfe Selection 
58 St Jaraes'a Street 
London SW£A 1LD 


EGOR 


EXECUTIVE 

SELECTION 


United KWpaom • Belgium • Denmark • France • Germany • Italy • Nethetfahds • Portugal Spam • Switzerland 


Financial Accountant 


Where the quality:*! your thinking matters 


CHIEF 

ACCOUNTANT 


Attractive remuneration i. ijj fr. + banking benefits C. London 


Hie Roval Bank of Scotland is one df&e UK's most respected and innovative 
financial services groups. This can Bjpripfoarfy seen in our Treasury & Capital Markets 
Division, which is continuing to 


As the Division's Financial AccounusC^iou will work with our Financial Accounting & 
Control Manager assisting in the devqf£i0meni of accounting policy for Treasury 
products, especially derivatives. Yourt|tt implement accounting policy through 
systems development and enhanceti*Mtoftd ensuring a rigid accounting control 
environment is maintained. The rottjfclB bring you into frequent contaa with senior 
management. 


A degree qualified Chartered AccoeajjSjrrt, you wili need good Treasury product 
knowledge and ideally previous expjiderice in developing accounting policy for 
Treasury & Capital Market productMffctf an up-to-date knowledge of recent 
developments in accounting policy liputu. Vour background should demonstrate that 
you have an astute and logical mi nd Ua rer able to present complex issues dearly and 


GEFCO UK, a subsidiary of one of Europe's largest 
Internationa] transport companies, a forward thinking 
company seeking a forward thinking accountant. 

Your brief: to interpret, to identify and to influence: 

leading a team ot nine staff, working on the production of 
Company financial and management accounting 
Information. 

Preferably ACA, with a minimum of five years 
commercial experience, it is essential that you are 
computer literate, have a working knowledge ol French 
and good presentation and interpersonal skills. 

Based at our head office in West London, you wifi be 
working In an environment dedicated to recognising your 
achievements. rewanSng you with a competitive salary, 
company car. BUPA and contributory pension, ensuring you 
share in the Company's success. 

Please write enclosing a CV to 
Janet PrzytoyteW, Human 
Resources Manager. Gefco UK 
Ltd.. 2 Belmont Road. Chiswick. 

London W4 5BQ. 


can quickly establish effective workJMffjndationships. 

■si£- 


If you feel you are ready for this W please send your CV. to: Steve Bamingham, 
Personnel Manager, The Royal Bank<i^Mand pic. Regent’s House, P.O. Box 348, 

42 Islington High Street, London NT NBPL: 


The closing date for applications is 
Committed to equal opportunities. w- 



The Royadkinkof Scotland 


Where 


ople matter 


DIRECTOR, FINANCE AND ADMINISTRATION 
East London c £35,000 + car + benefits 
Our client is an unquoted pic which imports and distributes 
leather goods with current annual sales of £5 million. The board 
is strong in purchasing and selling the product and is seeking a 
director to take responsibility for all other functions particularly 
finance, warehouse, sLock control, shipping and general 
administration. 

Qualified accountants who have progressed from running the 
finance function to general management of a small company or a 
division of a larger co m p any in a distribution or similar business 
are invited to send a brief cv to Paul Collin FCA at FMCB 
Management Consultants Limited. Hathaway House, Popes 
Drive, Finchley. London N3 1QF. Telephone: 081-346-6446. 
Fax: 081-349-3990 
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Motorola inis over ItHWOO ewployws uvrhhvide ♦ lO.mi 
people in Httrope ♦ */. 5df) people iit the UK l' 1 IreLind ♦ Key 
Objectives: Toni/ Customer Sniisftetion - Quality - intelligent 
Innovation ♦ Lenders in electronic equipment. comfvnenis. 
systems oi id services ♦ SI 1.3 billion uloM soles. 



M iV Due to an internal promotion we arc now adding to thc- 

-r a * ax tcani al our El ‘ r °P cim Corporate 

COjMLPLI ANCE Headquarters in the Thames Valley, 
m m A -i^t * Reporting to the European Tax 

IVlAIN AlxJtiJtC. — Manager, you will enjoy a high degree of 
PUDHPIi autonomy. You'll be responsible for managing the 
" LJ I— i European -wide compliance effort In response to 

European and U.S. return requirements. The role also 
offers significant opportunities For participation, as a key 
team player, in the development of tax strategics which 
meet the challenge of our rapid growth in Europe. 

We arc looking fora European national, preferably 
a qualified accountant, or equivalently qualified. 
Fluency in English is essential, and tximmcrcial fluency 
in another European language would be highly 
desirable. Working experience of a continental 
European tax system is essential. You will have at least 
5 years' post qualifying: tax eiqxiTicnce gained within 
an mcemationaHy orientated environment 

You can expect an attractive initial salary and 
benefits, package which, with our determined com- 
mitment to the developmentof all our people, wifl yield 
long term growth for the true contributor. 

Please write in strictest confidence to our 
recruitment advisor, Mark Brewer, .at Brewer Morris, 
Pure Tax Recruitment. Ludgatc House. 107 Fleet Street, 
London U.K.. EC4A 2AB. or fax him on (071) 583 3888. 
All applications will be referred to our advisors. 




Wah assets e*ce«fog £2.5bn end hronchw throughout thaMkSaxh,vre hows become one of AeUK'i 
largest regional Bufdng Sooafas, and om of fte tap W bad performing sooetiu. 


Now our sights are set firmly an further structured growth « we prepare fix fe next century 


H I 


E F IMTC 
AUDIT 


RN AL 

:> r 


PACKAGE C. £35,000 P.A. + CAR 



As a vital pari of the Society's axm&ment to qua&y service, aas! control and coapSance you wl lead the 
process of devdopmg and eq>anding he htamd Audi Function. 

The role wl encompass the wide* defwAion of InJemd AwfiL Not only wl the succeuU cn&ani provide 
osBiweKetoinnnagementtoiieSodalyl«icoBi|Jedwiiileg id QftiearidpnidariidieqwranMnfa,buftlw 
jcbwg indude renewing and reporting oo the appropriateness and efl edwwess of operofional standards, 
procedures and controls, quo&y of mfermalion and ride avoidance. 

\bu wS be responds forensurirg #ni the function develops confonning to edafafidiad tedmiqnes and best 
predices as wel a Mraducng systems and precedares using qrpropriala new ledioalogy. h short, you wl 
assisl in driving fonwnd tfie Society's ambkioH busmen strategy and, repartkg la a Generd Mnoger, Wl 
have nfloenoe at die hi^iesl lewL 

As wel as a relevant deyee and ocaxrtcncy quoSficatiop, you wl need a nior levrd wyerience of your 
speciaBy probably gaiied n die fnanckd sector. 

^ are looking far an outstanding manager who can condene a commercial p enpediw wilh die 
requranenDo de v elop effedwecccdnals. You should bawexce hn i s taff mtnogwnaridJb,toge&er will . 
ihe e x perience ol bu3dwg and rooertariiig a prtfesaonal ou<B leoa. Good uwun i m fon stfc, personal 
■teydy and bikfled are dm mmiiWuI Jtiiiuta. 

Tbe rewards wl indude a axnprebenave padeage rnaon»rofog cantesdonanr rtfe mortgage, car, private 
awdeal insurance raid penuon scheme arid die chance to develop ripficandy wflhin die role and eiii a 
successful organsofon. 

Please write with ful cor— rdeke b to: 

M3n Ffagerold, Personnel Controfar, Coventay Bridng Society, P.0. Box 105, 1st Fleer, 

West Orchard Hoase, 28 CarporoBon Street, Coventry OH 1 OR, quoting W:MHF/C1 05. 


Assistant 

Continem 


Wb are an Equal Oppart un Mes Emjdoyer. 


COVENTRY 


BUILDING SOCIETY 



Hanson 


PLC 


Treasury 


Hanson PLC requires an ambitious individual to join its small central 
management team based in London. 

Hanson PLC is one of the foremost growth companies of the last two 
decades and is committed to a continuation of this growth both organically 
and by acquisition in the UK and the USA where half the group's businesses 
are situated. 

Members of the small Treasury team are involved in most areas of Treasury 
management with scope for substantial personal responsibility. 

The ideal applicant male or female, will be a chartered accountant MCTfOip), 
have a good academic background and be aged 30-35. 

The successful applicant will report directly to the Associate Director — 
Treasurer of Hanson PLC. Remuneration will not be a limiting factor for the 
right individual. 


Applications should be made to: 

The Associate Director — Treasurer, Hanson PLC, 
1 Grosvenor Race, London, SW1X 7JH 


Sn) ithKk 




S n ria 


BEJElEMA 


The ODA is an equal opportunity employer and welcomes applications Irrespective of a person's gender or 
ethnic origin. 


The ODA wishes to remit a senior adviser to join our Finance, Management and Administration Advisory 
Department (FMAAD). FMAAD provider advice to ODA on the ose of the aid programme to support 
msthuiional development and reform in developing countries and Eastern Europe. Tho post it located in London. 


FMAAD advisers have a wide range of backgrounds, including financial management; organisation and 
management development and systems; and public administration. On tins occasion we are looking for someone 
with an accounting qualification and experience of the finance sector and/or public crdcrpiiic reform. As the 
s e l ect e d candidate you need to have at least 10 years professional experience with proven capacity to work at a 
high level In an advisory role, including on sensitive policy issues. Experience of working overseas, oT the aid 
process and of Institutional development will be advantageous. You will need to be able to travel Tor up to go 
days a year, usually in 1-2 week visits. 


You will receive a starting salary in the range or £29 J7O-£37.930 (pay review carnally underway). Your 
appointment will be for three years, with a possibility of extension or conversion to a permanent position. A 
secondment from another organisation may be possible. 


Help with the costs of relocation may be available. 


For an application form and further details of the post write or phone immediately to: 
Peter Skinner, Overseas Development Administration, Room 240, 94 Victoria Street, 
London SW1E5JL. Telephone: 071 917 0495 quoting the above reference. 

The dosing date for appl ica tion is Friday 23rd October 1992. 
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Thames Valley 

pur Ctait is one of the U&sJaigest pubfidy- 
quoted rompanlea with subsidiaries aid joint 
ventures, engaged in niche service sector 
markets; Having compteced the first stage of 
a strategic refocusing -process. Che Group Js 
expanding Its activities, both wpuiicaRy and 
byacqufeftfon - 

Managing a small team, you will be 
responsible, for die management, accounting 
and. financial control of the Head Office 
function,, co-ordinating the production of 
. the corporate one year plan, developing 
new management systems and compliance. 

The successful candidate win be expected 
to make a real contribution in this high 


profile role to the development of the 
accounting function during this period of 
exciting and rapid change. 

This Is a unique opportunity for a 
commercially-orientated Accountant with 
2/3 years' post qualification experience in 
financial and/or management accounting, 
gained In medium to large company/group 
environment 

Aged late 20 s - early 30’s, you wiU be of 
graduate calibre with good Interpersonal 
slri&s and a flexible "hands-on' approach 

Opportunities for career development 
within this company are excellent 


Please apply directly to Frances McCutcheon at Robert Half. Freepost Princess Beatrice 
House. Victoria Street. Windsor. Berks SLA IYY. Telephone 0753 8577T7. or alternatively, tax 
yout delate on 0753 841676. 


c£32,000 +Car 



THE HUMAN FACTOR 
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Director of 
International Audit 

Worldwide 
Entertainment 
Group 

To £40,000 + 
Car Package + 
Bonus 


I > 


Our client. 9 Uuding iniu mo rfcm.il ifntcrtainnwni ui^jniuliim 
with a turnover approaching 5500m. has expanded rapid l> in 
recent years. A dynamic management team coupled with 
innovative marketing strategies has been effective in producing 
accelerated organic growth, leading tu substantial business 
opportunities globally. The company culture is both competitive 
and highly entrepreneurial. 

Due to recent internal promotion, a vacancy has arisen for a 
Director of International Audit. Historically, this position has 
facilitated rapid career progression to senior line management 
rales within the group. Reporting directly to the Chief Financial 
Officer and managing a team of qualified accountants, the 
appointee will immediately assume overall responsibility for the 
punning, review and implementation of financial and operational 
controls world-wide. This will largely incorporate the 
management and co-ordination of organisational audit 
programmes, the review of operating subsidiaries and licensee 
agreements internationally, and special investigations into the 
viability and effectiveness of tong term contracts and partnership 
arrangements. 

This opportunity will appeal to a qualified accountant (aged 
30-35) with a record of achievement to date, either within a 
commercial environment or public practice. An ability to 
impartially assess organisational problems, liaise at all levels in 
a challenging environment, and the willingness to travel 
extensively are prerequisites. 

The benefits include an attractive remuneration package together 
with the potential to progress rapidly to senior management 
status. 

For further information in strict confidence contact Brian HamUl 
or Robert Walker on 071-287 6285 (evenings and weekends 
071-627 4974). Alternatively, forward a brief resume to our 
London office quoting Ref: BH 855. 

WALKER HAMILL 

Financial Recruitment Consultants 

29-30 Kingly Street Tel: 071 287 6285 

London W1R 5LB Fax: 071 287 6270 




TO as* 


qfei M* .03 J 


Group Financial Controller 


London 

Our client is a successful, entrepreneurial £75m 
i/o trading group, with activities throughout the 
UK and Far East. 

Rapid expansion, achieved through acquisitive 
and organic growth, has lead to a network of 
related businesses, between which excellent 
synergetic opportunities exist. 

In order to maximise the potential of all 
opportunities, the new role of Group Financial 
Controller has been created to provide support 
to the Finance Director. . . 

The initial remit will be to initiate and 
- implement substantial changes to the 
financial function, introducing new 
practices, procedures and systems to 


c £55,000 + Car 

facilitate excellent commercial management and 
to provide a sound basis for strategic planning. 

The candidate we seek will be exceptional. An 
ambitious graduate qualified accountant aged 
30-40, with an outstanding track record, the 
successful applicant will have experience in a 
well managed, internationally orientated group. 
Excellent presentational and interpersonal skills 
coupled with strong self motivation and obvious 
future development potential are prerequisite. 

Interested applicants should send a full 
curriculum vitae, quoting reference 901, to 
Diane Forrester ACA, Michael Page Finance, 
Executive Selection Division, 

39-41 Parker Street, 

London WC2B 5LH. 


Michael Page Finance 

Specialist! in Financial Recruitment 

Bristol WbKbor St Albana Lotberhend Botmngte 
Dgbam Manchester Leeds Glasgow & Worldwide 
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Financial Controller 


NW London 


c£30K 
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; Qur client is a mqjor player, with an outsta n di ng reputation for quality 
_ 'and consistency-in thar industiy. Despite the recession, steady growth both 
in flie UK and Europe has enabled them to commit significant resources to 
a now and exdfcing business venture that will be watched closely by the 
fashion indusby. 

A key role inthis growth is the appointment of a Financial Controller 
.who wifi the. finance function u* the new or g a nis a ti on. 

~ - Reporting to the Managing Director, you will be responsible for the 
production and interpretation of monthly management accounts and tbe 
implementation of financial, systems to ensure that the board receives 
accurate and timely finan cial information. You will also take responsibility 
bi wl ga t preparation and control which demands proven experience of cost 
and management accounting procedures. 

It is likely that you are a qualified or part qualified accountant working 
in' industty who is able to demonstrate a high level of initiative and sdf- 
motivation, supported by technical competence. 

' In the Jirat instance, please sepd your CV to Rosemary Hamilton or 
• Chris Denihjgton at Grant Thornton, International House, 7 High Street, 
Riding, London W5 5DB or alternatively telephone them on 081-666 5900. 


Grant Thornton $ 

; • Va^ANAGEAAENT CONSULTANTS 

.‘The UK member ftnn of Grant Tliqmton International 


West Midlands Enterprise Board is a regional development 
company providing venture capital and consultancy services. 


FINANCE DIRECTOR 


Venture Capita! 
c. £30,000 : Birmingham 






FINANCIAL DIRECTOR My CL,ENT ,s AN 

INDEPENDENT £8« HEALTHCARE COMPANY 

(DESIGNATE) 

AND A LEADING PLAYER IN ITS CHOSEN 

markets. Manufacturing, marketing and selling its own branded 

PRODUCTS, IT HAS EXPERIENCED RAPID GROWTH OVER THE LAST FIVE YEARS AND 
HAS CONTINUED THIS STRONGLY THROUGH THE RECESSION. 

The APPOINTMENT OF AN ACCOUNTANT OF BOARDROOM CALIBRE IS SEEN AS KEY TO 
SUPPORTING AND MANAGING THE COMPANYs' ENORMOUS POTENTIAL. WORKING 


GROWTH INDUSTRY 

LONDON BASED 


CLOSELY WITH AN ABLE AND AMBITIOUS 
MULTI-DISCIPLINARY TEAM THE SUCCESSFUL 


CANDIDATE WILL NOT ONLY BRING WELL- 
KQNED AND “HANDS ON* FINANCIAL 


MANAGEMENT SKILLS TO THE COMPANY BIT WILL ENJOY THE OPPORTUNITY OF 
CONTRIBUTING DIRECTLY TO NEW DIRECriONS AND STRATEGIES. 

A PROACTIVE, LATERAL THINKING AND HIGHLY CREDIBLE PROFESSIONAL WITH 
STRONG PROFIT ORIENTATION IS THEREFORE SOUGHT TO PLAY AN INFLUENTIAL 
ROLE IN THE BUSINESS. CANDIDATES WILL BE AGED 28-35, PROFESSIONALLY 
QUALIFIED AND WILL HAVE A GOOD COMMERCIAL TRACK RECORD. THE SALARY AND 
BENEFITS PACKAGE INCLUDING CAR AND FUTURE EQUITY POSSIBILITIES REFLECT THE 
IMPORTANT NATURE OF THE APPOINTMENT. RELOCATION AWAY FROM THE SoVTH 
IS A POSSIBILITY IN THE MEDIUM TERM. 

Write in confidence, stating salary expectations to: 

Willie Finlayson, Coburn Blair, Ludgate House, 

1 07-1 1 1 Fleet Street, London EC4A 2.\B 


You will be responsible for making an important 
contribution to the financial management of the company, 
advising Directors and the Joint Chief Executives on all 
financial matters of significance. 

A qualified accountant, you will have several years post 
qualification experience, probably in industry or a firm of 
chartered accountants, and will be experienced in corporate 
taxation issues. 

Forward thinking, you will be able to demonstrate an 
impressive record of achievement in adding value through 
operating in a pro-active capacity. 

Benefits include pension, relocation assistance and 
substantial performance related pay opportunities. 

Please write with a full CV to Lee Bradford, 
Administration Manager, West Midlands Enterprise 
Board Ltd, Wellington House, 31-34 Waterloo Street, 
Birmingham B2 5TJ. 


GROUP CREDIT MANAGER 

Ibstock Building Products Limited is the UK manufacturing 
subsidiary of Ibstock John sen pic, an international building 
products company, with 13 plants in the UK. 

We require a Group Credit Manager to join the Head Office 
finance department who will be responsible for the central credit 
control department and liaison, co-ordination and advice 
throughout the group on all credit matters. 

The position requires an ability to deal with all levels of 
management as well as handling negotiations with customers. The 
aj 3 >licant should have experience in the construction industry and 
be a member of the ICM. 

The remuneration package will be consistent with that of a large 
company and will include a company car. Interested persons 
should write enclosing a detailed C.V. together with current salary 
to: 


j,--. 
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Home Counties 


FINANCE MANAGER 

to £30,000 + Car 


With a world class reputation as a major manufacturer of hi-tech products, our client is part 
of a leading defence industry group. It is emerging from a pr o g ram me of strategic change 
and diversification and is now ideally poised for substantial growth. 

This key appointment involves the management of a Project Accounting team of 12 people. 
The development of unproved management information systems and maintaining strong 
financial control on projects will be key to success in this demanding role. 

Candidates should be qualified accountants (under 35) with a manufacturing background 
and who possess strong cost accounting and staff supervisory skills. Knowledge of MOD 
contracts is useful but not essential. 

With an expected order intake of over DOOM this year, plus ambitious capital investment 
plans, prospects are outstanding for the successful candidate. Benefits include a full 
relocation package. 

In the first instance please write with full cv or telephone John Silk. 

Deboo Executive 

102 OLD STREET, LONDON EC1V 9AY 
TELEPHONE: 071-253 1216 (24 HRS) FAX: 071-253 2750 


Mr G R Bull , 

Ibstock Building Products Limited • 
Leicester Road , 

Ibstock i 

Leicestershire LE67 6HS 


DIRECTORS 


IBSTOCK 
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Europe's leading outplacement and career management 
■ consnltaney. Inter Exec has over IS years* experience of 

L Jt A managing career change for senior executives and many of 

B iittm 1 , l ey t cBapato . 

8jr * fCT '* * ; * 1 R orBr 6JOOO madr wiia nd vacancies a year, mealy 
I K « it £40-lSBjOOO pA. laierExee provides charts with vital rauket 
# & X intelligence AND subsidiary, InlerMex, makes 
I * rrcongamdatiom tmm in candidate bank without, charge. 

For further admiration call Keith MhcbeO oe 07 1 -930 504 1 

InterExec Plc 

Landseer House. 19 Charing Crass Road, London WC2H OES 
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The Financial Times 
proposes to publish the 

Chartered Accountants 
Final Examination Results 
on 

Thursday 

24th September, 1992. 

For further information and 
advertising rates 
please call Teresa Keane 
on 071-873 3199 
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COMMODITIES AND AGRICULTURE 


Opec agrees freeze at 24.2m barrels 


By Nell Buckley In Geneva 

THE ORGANISATION of Petroleum 
Exporting Countries yesterday agreed a 
freeze on oil production at 2<L2m barrels 
a day, although Kuwait was expected to 
be allowed to increase its production by 
between 200,000 and 300,000 barrels a 
day. 

If adhered to. the agreement would 
imply total Opec production reaching 
around 24.5m bid during the fourth 
quarter - slightly less than some ana- 
lysts had been expecting. 

Observers said the move was clearly 
designed to boost oil prices towards the 
target of S21 a barrel for the Opec bas- 


ket of crudes, and an Iranian official, 
speaking just after the meeting closed, 
said he expected specific reference to be 
made to this in the final communique. 

Oil markets were expected to wel- 
come Opec 'a decision to make a formal 
increase in its output ceiling rather 
than simply to roll aver, for the second 
quarter r unning , the 22.S8m b/d celling 
first adopted at its February meeting, 
but allow production to exceed this. 

A full ministerial meeting took less 
than two hours to approve the new 
agreement In spite of earlier disputes 
between Saudi Arabia and Iran over the 
details. Saudi Arabia was thought to 
favour a freeze based on the August 


production figures submitted to Opec 
which gave it 3.4m b/d and Iran only 
3J2m b/d. Iran was said to have sought 
an agreement based on proportional 
increases in the member countries 1 pro- 
duction ceilings adopted at Opec's Feb- 
ruary meeting, which would have given 
it a larger share of output. 

It was unclear as the meeting ended 
last night precisely how the 24.2m b/d 
was to be split between the member 
countries. Iran was said to have reser- 
vations about the agreement which it 
was preparing to disclose later last 
night. An Iranian, official had earlier 
told reporters Iran wanted Opec's real 
level of production cut to no more than 


24m b/d to push prices up to the S21 
target 

If Opec's total output were not cut he 
had warned, Iran would insis t on rais- 
ing its own production from its current 
level of 3.2m b/d to compensate for loss 
of income due to the recent fall in value 
of the dollar - the currency in which 
oil is traded. 

However, analysts doubted Iran's 
c laim s that it could lift production sub- 
stantially. Some suggested Iran’s com- 
ments were political posturing ahead of 
what is expected to be a more difficult 
Opec meeting In Vienna in November, 
when the thorny topic of members’ out- 
put quotas is likely to be discussed. 


Time to take stock of the powers that be 


World energy chiefs are preparing for their triennial conference, writes David Lascelles 


Fuel shares 

Billion tonnes o9 equivalent - 



O n Sunday evening, as 
Europe awaits the out- 
come or the French ref- 
erendum. King Carlos of Spain 
will be welcoming 4.000 repre- 
sentatives of tbe energy busi- 
ness to Madrid for the World 
Energy Congress. 

This triennial event provides 
the energy community with an 
occasion to take stock. Flies of 
reports, examining every 
aspect from windmills to 
nuclear power in the 22nd cen- 
tury have been prepared. For 
five days, the issues will be 
debated, and recommendations 
put forward. 

But it is already clear that 
the WEC will have a comfort- 
ing message for much of the 
rest of the world. The forecasts 
that have been prepared for 
delegates show that energy 
will be In plentiful supply up 
to the year 2020 - and beyond. 
Even the most conservative 
estimates suggest that there is 
enough oil for over 40 years, 
enough gas for over 50, and 
enough coal and lignite to last 
for centuries. 

The WEC has three possible 
scenarios. The “reference case” 
which assumes continuation of 
present policies foresees world 
energy consumption going up 
bom B.Tbn tonnes of oil equiva- 
lent to L3.3bn in 2020. But if the 
Third World countries acceler- 
ate their economic growth, this 
would go up to 17-2bn, On the 
other hand, if pressures to pro- 


tect the environment intensify, 
consumption may only rise to 
U.2bn. One benign factor is the 
large scope for increased 
energy efficiency in the former 
communist states of east 
Europe. 

These forecasts show that 
the decisive issue in the years 
ahead will not be the rate of 
economic activity in the indus- 
trial countries (where expand- 
ing demand will be offset by 
greater energy efficiency}, but 
the pace of development in the 
third world, and the extent to 
which ecological factors 
become the dominant global 
concern. 

In fact, the third world occu- 
pies a leading position in the 
WEC brief. The report notes 
that there are still large parts 
of the world that do not have 


access to adequate energy sup- 
plies. 

This holds back their eco- 
nomic growth, and also leads 
to massive waste because peo- 
ple use primitive fuel sources, 
such as trees. The WEC urges 
third world countries to insti- 
tute realistic energy policies, 
including providing a secure 
investment environment to 
attract capital, and allowing 
energy to trade at free market 
prices. But it also repeats a call 
made at its previous meeting 
in Montreal in 1989 that the 
energy plight of the third 
world should be examined by 
the United Nations. 

The environment will make 
itself felt through pressures to 
reduce carbon emissions and 
use energy more efficiently. 
This could have a profound 


influence on the structure erf 
the energy sector. Actions - 
such as taxation - may be 
taken to check consumption of 
fossil fuels, and encourage 
cleaner forms of energy. Poli- 
cies may be adopted to reduce 
the energy intensity of produc- 
tion. 

This should provide a stimu- 
lus to new technologies, and 
greater reliance on renewable 
forms of energy. 

However the WEC does not 
expect any radical shift In the 
pattern of energy sources up to 
the year 2020. "It would be 
unwise to plan for any dra- 
matic infrastructural change." 
it says. 

Fossil fuels will continue to 
dominate the picture, though 
their share mil fall a bit Coal, 
for example, will go from a 26 
per cent share in 1990 to 24 per 
cent in 2020 and oil from 32 per 
cent to 28 percent But gas will 
increase its share from 19 per 
cent to 21 per cent This means 
that other forms of energy - 
nuclear, hydroelectric and 
renewables - will rise from 24 
per cent to 28 per cent 

But underlying this slow- 
changing outlook, the WEC 
urges policies based on the 
“precautionary principle" - 
the view that actions need to 
be taken to encourage diversity 
of supply in primary energy, 
and advance the introduction 
of newer, cleaner technologies. 
The WEC does not rule out the 


possibility of some future 
shock, for example the failure 
of technology to keep global 
warmingin check, and the 
resulting need for a massive 
and urgent switch away from 
fossil fuels. 

In particular, the WEC 
espouses the cause of possibly 
the most controversial form, of 
energy - nuclear. 

I ts share will rise a bit, 
from 5 to 6 per cent, the 
WEC believes, adding: 

“Nuclear should be supported 
through rational re-evaluation 
of public attitudes, demonstra- 
bly safe technology and man- 
agement, effective and truly 
open international inspection, 
and new generations of plant 
which satisfy these criteria." 

If energy is likely to be in 
plentiful supply in the years 
ahead, this could, of course, be 
bad news for the energy indus- 
try which always bankers after 
firmer prices. But there are 
other challenges facing the 
bnslness, and these are 
summed up In a six-point con- 
clusion to the draft report. 
“The need to raise energy effi- 
ciency, to introduce new tech- 
nology and fully exploit exist- 
ing technology, to broaden the 
primary energy resource base, 
to expand R&D in these fields, 
and to tackle environmental 
problems provide enormous 
opportunities for the world's , 
energy industry." I 


Denmark hands mineral rights to the Faroe Islands 


By Hilary Barnes 
In Copenhagen 

THE Danish government has 
agreed to hand over all rights 
to exploit minerals in the 
Faroe Islands and Faroese off- 
shore waters to the Faroese 
government 

This resolves a dispute 
between the Danes and the 
Faroes, which has been one of 
the main obstacles to exploring 


for hydrocarbons off the North 
Atlantic islands, where geolo- 
gists consider that the chances 
of finding oil and gas are 
good. 

But a new dispute, this time 
between Denmark and the UK, 
is threatening to halt prospect- 
ing. 

The Faroe Islands are a 
self-governing province of the 
Kingdom of Denmark, but for- 
eign and defence policy remain 


the preserve of the metropoli- 
tan government in Copen- 
hagen. The UK and Denmark 
are in dispute over the territo- 
rial demarcation line in off- 
shore areas west of the Shet- 
land Islands and south-east of 
the Faroe Islands. 

According to the Danish for- 
eign minister. Mr Uffe Elle- 
mann -Jensen, the proposed 
British line of demarcation is 
too close to the Faroe Islands 


and is totally unacceptable to 
Denmark. Denmark claims 
that the demarcation line 
should run about halfway 
between the Faroes and the 
Sbetlands. 

Negotiations are taking place 
between Denmark and the UK, 
with the next meeting fixed for 
October 21 in London. If tbe 
dispute cannot be resolved by 
negotiation, tbe Danes have 
Indicated that they will take it 


to the International Court at 
the Hague. Until the dispute is 
settled, it is thought unlikely 
that contracts will be awarded 
to oil and gas companies to 
begin exploration. 

There is a separate dispute 
over the demarcation line in 
the north-west Atlantic, where 
Britain's claim that Roc kail 
should be the pivot of the line 
is not accepted by either Den- 
mark or Ireland. 


Coffee producers in fresh 
drive for international pact 


By Sarita Kendall In Bogota 

THE WORLD'S coffee 
producers are going all out to 
cement the foundation of a 
new pact at the International 
Coffee Organisation meeting in 
London next week. 

They are confident that the 
first steps towards negotiating 
the pact - a meeting of pro- 
ducers over this weekend - 
will ensure a united front But 
there have been so many obsta- 
cles to the establishment of a 
new pact that even Colombia’s 
coffee authorities are less 
buoyant than 

Since the Bogota meeting in 
late August, Brazil, Colombia 
and Costa Rica have been on a 
diplomatic offensive, particu- 
larly to EC countries. President 
Cesar Gaviria will be in the US 
this weekend doing his best to 
push the coffee pact along at 
the highest levels. Although 
the US president is clearly 
more interested in re-election 
and other matters, producers 
are encouraged by the political 
support of several EC heads of 
state. 

But the most reassuring 
development in recent months 
from the producer point of 
view has been Brazil's revived 
interest in a pact and its active 
role in suggesting new formu- 
lae and options. Brazil, Colom- 
bia and Costa Rica have been 
exploring ways of resolving 
import controls, one of the 
main problems created by the 
proposed universal quota sys- 
tem, which is based on exports 
by all member countries to ail 
consuming countries. 

“The producers are prepared 
to accept that non-documented 


Robusta coffee , 

2nd PositHxr Futures ($ per tonne) 
2J500 



coffee enters a country, but 
only if there are strong disin- 
centive mechanisms," said Mr 
Diego Pizana of Federacafe, the 
Colombian cofiee growers fed- 
eration. “The producers will do 
the maximum to control 
exports and be very active In 
this, but we need some collabo- 
ration from consumers or the 
universal quota won’t work. 
We need to discourage fraud." 

One possibility is a mecha- 
nism by which the importer 
puts up a substantial guaran- 
tee If a coffee shipment arrives 
without documents of origin. 
Then there would be a period 
for verification and the guaran- 
tee would be forfeit if no satis- 
factory documents could be 
provided. 

As for as the few non-mem- 
ber producers are concerned, a 
very low limit on imports 
could be set - otherwise leav- 


ing the ICO could become a 
way of escaping quota control. 

Mr Gilberto Arango, former 
head of the private coffee 
exporters association and oi 
grower himself, is outspokenly 1 
sceptical: “The possibility of 
r e a ching an agreement is very 
remote and if that miracle 
should happen, I don't see the 
possibility of having one that 
can operate successfully." He 
believes that there is not 
enough political backing for a 
pact and that world stocks are 
too large to allow prices to 
react, even with an agreement 

The main producers are f 
uncharacteristically relaxed 
about negotiating quotas. 
“There’s agreement on using 
exports to all destinations over 
a recent period as the basis for 
distribution. This reflects both 
the capacity to supply and the 
demand, because in the free 
market consumers have been 
able to choose what coffee they 
buy. There is some fine tuning 
to do, to define the recent 
period,” said Mr Pizano. 

Colombia is the only country 
that can expect a quota 
Increase regardless of how the 
“recent period" is defined. Its. 
share of world exports rose 
rapidly after the collapse of the 
pact and reached 18 per cent 
last year. Exports for the , - 
1991-92 coffee year will mark - 
another record at about 15m- 
bags (60 kilos each) and this 
year’s production is forecast at 
more than 17m bags. 1 

Now the concern of the cof- 
fee authorities is to bring pro- 
duction down to a more man- 
ageable level of about 15.5m 
bags. A Colombian plan to 
eradicate 100,000 hectares of 
coffee will be extremely diffi-> 
cult and costly to implement, 
said Mr Arango, who thinks' 
that prices will have to do the- 
work. Colombian coffee grow- 
ers continue to be sheltered 
from the full impact of low r . 
international prices and the' 
crisis is just beginning to bite 
deep, with unemployment and 
violence affecting the coffee 
zones. 


THE prospect of free trade in coffee between Mexico, the fourth 
largest producer, and Canada, which Imports around &3m bags a 
year, has farther muddied the waters of next week’s ICO negoti- 
ations, writes David BlackwelL The agreement between the two 
countries appears to be enshrined in an annex to the North 
Amgriran Free Trade Agreement (Naffca). Mr Lawrence Eagles, 
analyst with GNI, the London futures broker, pointed out yester- 
day that even if consuming countries operated a penalty process 
for coffee outside a quota system, Mexico would be able to 
export its foil quota to any ICO consumer and send the rest to 
Canada, which Is not in the ICO. 


Non-oil prices ‘set to rise’ 


NZ kiwifruit hit 
by European glut 

A COLLAPSE of fruit prices in 
Europe due to a glut of sup- 
plies has forced the New Zea- 
land Kiwifruit Marketing 
Board to cancel further prog- 
ress payments to orchardists 
for three months, writes Terry 
Ball in Wellington. 

The board is the sole 
exporter to markets outside 
New Zealand and Australia. It 
said a 50 per cent increase in 
Tower quality" Chilean kiwi- 
fruit and an expected boost in 
Italian production this season 
bad compounded the problem. 


By David Blackwell 

NON-OIL COMMODITY prices 
win rise by 10 per cent wer the 
next 12 months as the world 
economy slowly improves, 
according to Goldman Sachs, 
the US investment hank. 

At present supplies are 
restricted while demand is 
expected to increase, Mr Ravi 
BtUchandani, the bank's senior 
International economist, told a 
conference on commodities 
organised by the bank in Lon- 
don yesterday. 

This would normally be an 


explosive mix - but the pro- 
spective economic recovery 
was below par and would not' 

; therefore lead to the 20 or 30' 
per cent price rises usually re£ 
istared in such circumstances: 

Commodity prices are cheap,. 
Mr Bulchandani said. Goldman 
Sachs’ production cost bench-, 
mark, designed to identify a 
floor for commodity prices 
below which there would be a 
tendency for supplies to con- 
tract, suggests most non-oil ^ 
commodities are being pro- 
duced unprofitably. including 
cotton, aluminium and grains. ’? 
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WORLD COMMODITIES PRICES 


MARKET REPORT 

GOLD was fixed at $348.40 a 
troy ounce In London yesterday 
afternoon, little changed from 
the overnight close, after easing 
back from five-week highs. 
Dealers said producer selling, 
fund liquidation and profit-taking 
prompted by recent gains 
emerged above the $350 level. 
But the market was well 
supported on the dips, 
comfortably holding $348. 
Uncertainty and volatility In 
Europe's currency markets 
ahead of this weekend's French 
referendum continues to support 
gold, while there was talk of 
Middle East buying in the 
morning. On the LME some base 
metals were beginning to 

London Markets 


SPOT MARKETS 



Grade on (par banal FOBHOct) 

+ or - 

Dubai 

518 4S-8J5SZ -0.06 

Brent Blond (dated) 

$2025-0.30 

-0.20 

Brent Blond (Nov) 

K0.40-0 45 

- 175 

WTI (1 pm 091) 

$21.65-1902 -0.20 

OH products 

(MME prompt delivery per tonne C1F 

♦•or- 

From rum Gasoline 

$218-220 


Oas Oil 

$190-191 

+ 1.0 

Heavy Fuel on 

$90-92 


Naphtha 

$190-191 


Potrotoum Argus f jflmotea 


Other 


f or - 

Com (pot troy 04)+ 

*3*8-25 

•1.15 

Srlvsr (per boy oc|+ 

3919c 

-40 

Platinum iper troy oi) 

$388 00 

+ 025 

Palladium (per troy ozj 

S92.00 

•4125 

Copper (US Producer) 

ill Jc 


LOBO (US Producer) 

40.1c 


Tin (Kuala Lumpur mariurl) 

18 60r 


Tin (New Yoric) 

31080c 

-4.0 

2mc (US Prune Western) 

02.0c 


Cattle (live »Mghtt 

109.76P 

■0.8P 

Sheep (Uvo mlg h >)t+ 

70 Wp 

■039- 

Pigs (live weightjt 

81.45 

4153- 

London dally sugar (raw) 

$235. Ow 

■6.0 

London aaHy sugar (white) S264Sw 

-60 

Tate and Lylo evport price 

13405 

+■30 

Barley (English teed) 

El 20.01 


Maize (US No 3 yellow) 

£137.0 

-120 

Wheal (US Dark North om) 

Unq 


Ru&ooi (OctlW 

5S.00p 

+20 

Rubber (NottW 

65. cap 

+ 20 

Rubber (KL RSS No 1 JUl) 

221 . 0 m 


Coconut oil (Philippines)* 

SSOS.Oy 


Palm Oil (MaiaystemS 

$390.03 


Capra (Phlllppmin); 

$320.0 

-2.5 

Soyabeans (USI 

£146 Ow 

+ UXO 

Cotton -A' index 

56.60 

-035 

WooKopa (64$ Super) 

395p 

+ 7 


E a tome unless MlwwlM stated. p-penes/hg. 
C-tonlsUlb. r-rlnggtl/kg t-OcUDoc w-Bep'Oot 
y-NovJOoc u-Ocl z-Nov. tMoat Commission 
overage fsatoek prices.* mango from a week 
ago ▼London pnysical. SCIF Rotterdam. 4> Bul- 
lion market close. m -Malaysian cents/ 
kg +Sheep prices are now live wetghl prices. 


respond to factors other than 
the currency markets. COPPER 
staged a late rally as Comex 
firmed, ZJNC received a 
reminder of Impending supply 
tightness when the cash 
premium began to widen, while 
ALUMINIUM headed lower after 
its ample supply situation was 
brought back into focus by 
Wednesday's higher than 
expected CIS export estimates. 
London COCOA stabilised 
around the day's lows after 
coming under pressure earlier 
from profit-taking and a sterling 
rally. There was talk of a report 
forecasting a 25,000-tonne deficit 
for 1992-93. 

Complied from Reuters 


StMAR 

- London FOX 

[S per tonne! 

daw 

Close 

Previous 

Hlgh/Low 

Oct 

20100 

207.00 

204.4020150 

Oec 

202.00 

202.00 

199.80 199. BO 

MAR 

197 80 

199.00 

198 6019660 

White 

Ctese 

Previous 

Hlgh/Low 

Dec 

256.50 

259 00 

256.00 257.00 

Mar 

280.70 

281.00 

26050 258 SO 

May 

262-50 

262.80 

26?-30 20230 

Aug 

28500 

286.30 

26500 26350 

Oct 

254.70 

25620 

256 10 2S30O 

Dec 

256 70 


255-90 

Mar 

258.70 


258.90 


Turnover Raw <81 (95) lots of 50 tonrasa. 

White Itfl (804) Parte- While (FFr per tonne); 
Dec 132604 Mar 1383.48 


CaUDB OIL - IPS v&arrel 



Latest 

Previous 

Hlgh/Low 

NOV 

2050 

2063 

2a 72 2645 

Oec 

20.58 

20 83 

2667 2044 

Jan 

20.49 

20 54 

2657 2036 

Feb 

20.27 

2643 

2004 3107 

IPE Index 

20 46 

20 38 



Turnover 18000 (22000) 


QA3 OIL - H SAonm 



Close 

Previous 

nghSLow 

Oct 

189.90 

189.75 

19150 189.25 

Nov 

193 00 

193.00 

194-00 19250 

Dec 

10625 

19305 

19650 19450 

Jwi 

195.50 

195.00 

19626 194.50 

Fab 

191-25 

191.50 

191-50 19126 

Mar 

185.75 

184.75 

1B600 18525 


181.00 

18030 

181.50 180.75 

May 

17600 

17600 

17675 17600 


Turnover 10144 (16500) iota of IIS tonnes 


min » vegetables 

Apples are on excellent 1 run buy Ms week 
with French Gotten Delicious ai 25-30p a lb 
(2e-36p). English Worcsaten at 26-38p a lb 
(2MBp) and English Brantleys at 29-38p a 
lb (2^38p) Seedless grams aietWWp a lb 
(SMOpl continue to be good. English 
mutoes at B-12P e lb [8-l2p], carrots at 
i50Op a to (KMSp) and couliaower bi 
3S-S5p each (30-69pl ora all groat value for 
money, iceberg lettuce at 4S-G0p a heed 
(50-6Sp). round lomco at 2X2Sp each 
(?0-2£p) and Webbs at 30-3Sp each (3tW0p) 
are an good quality. Tomatoes at (KMSp a 
m 130-top) eatery ai 35-49p a ftoad (38-45p). 
(Note last weeks prices shown In bracken). 
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COCOA - London POX Eftonne 



Close 

Previous 

High/Low 

Sep 

325 

630 

821 815 

Oec 

842 

055 

680 036 

Mar 

071 

885 

884 887 

May 

891 

705 

700 090 

JUl 

712 

723 

713 710 

Sap 

731 

742 

732 730 

Dec 

755 

772 

703 733 

Mar 

783 

803 

797 780 

May 

003 

822 

90S 

jm 

823 


824 


Turnover: 10158 (11567) lots of 10 tonnes 
ICCO Indicator prices (SOfta per tonne). Dally 
price lor Sep 16 78030 (757.19) 10 day average 
far Sep 17 79088 (TflCLfil) 


COmOl - London FOX 

S/terme 


dose 

Previous 

High/Low 

Sep 

755 

757 

701 750 

Nov 

772 

772 

778 785 

Jan 

782 

785 

786 778 

Mar 

790 

797 

802 7B0 

May 

796 

600 

800 799 

Jul 

813 

B15 

BIO 


Turnover 1721 (3332) lots ol 5 tonne s 
ICO Indicator prices (US cents per pound) for 
Sep is Comp- dolly 4802 (4540) is day aver- 
age 46.24 (46.19) 


POTATO** - Leaden POX Ertonne 



Close 

Previous 

HJgft/Low 

Apr 

562 

54.3 

564 565 

Turnover 90 (134) tats at 20 tonnes. 

SOYAMEAL - 

Loodoa POX Usaw 


Close 

Previous 

HfgtdLaw 

Oct 

12600 

127.50 



Turnover 0 (3) lets oi 20 tonnes. 


FmratfT - London FOX STO/tedex point 



Ctese 

Previous 

High/Low 

Sep 

1055 

1088 

1060 1055 

Oct 

1137 

1154 

1155 1135 

Nov 

1149 

1155 

1165 1149 

Jan 

1190 

1190 

1190 

Apr 

1250 

1255 

1281 1250 

Jul 

1100 


1100 

Oct 

1285 


1283 

BF1 

1051 

1052 



Turnover 884 (881 


(MAIMS - London POX E/tome 


Wheat 

Close 

Previous 

NigMjow 

Sep 

11420 


114.60 

Nov 

11626 

1 15.70 

11650 11850 

Jan 

120.10 

11930 

12030 11670 

Mar 

12610 

122.50 

12620 12610 

May 

12650 

12600 

12656 12050 

Barfey 

dose 

Previous 

HlghTLovr 

Nov 

114.10 

11350 

11550 114.00 

Jan 

11610 

11750 

11855 11850 

Mar 

121.10 

120.60 

12250 121.00 

May 

12600 

12255 

12650 12600 


Turnover: Wheel 418 (88). Barley 314 1148). 
Turnover lots of no Tomes. 


PIPS - London POX (Cash SetMement) pf>g 
Close Previous t-flgWLow 
Sep W5 

TumaverrO (5) tots of 0250 kg 


LONDON METAL EXCHANGE 

(Prices supplied by Amalgamated Metal Trading) 

Ctese 

Previa us 

KfghJLow 

AM Official 

Kerb ctese Open interest 

AlamfRiam, 967% put fly (5 per tonne) 



Total daffy turnover 32.818 tete 

Cash 1251.625 

3 months 1772-3 

1266-9 

1289-90 

1282/1269 

1256-7 

12764-7.0 

1288-9 181.153 lOB 

Capper, Grade A (C per tonne) 



Total daffy turnover 28.428 lots 

Cash 1357-0 

3 months 138&4 

13234 

1350-1 

1358/1357 

1415/1377 

1356-9 

13B&-6 

1384-6 154.372 tots 

Lead [£ per lonne) 




Total daffy turnover 5044 tote 

Cash 344-6 

3 months 356-7 

342-4 

357-0 

348/347 

305552 

340-5-7-5 

359-00 

3U5-6 27.444 lots 

Mckaf f$ per tonne) 




Total daBy turnover 5.127 lots 

Cash 6935-45 

3 months 7010-15 

8989-75 

7040-5 

7025/7000 

0930-5 

7005-10 

7005-10 28040 iocs 

Tin ($ per tonne) 




Total daily turnover 1088 lots 

Cash 6730-40 

3 months 6775-85 

0735-55 

6780-800 

6796/6770 

6732-7 

G7BD-5 

6705-70 11.033 tea 

Bite, Special High Grade (S per tonne) 



Total daffy turnover 10094 tea 

Cash 1371-3 

3 months 1347-0 

1374-6 

1334-5 

136971 367 
1361/1344 

1307-8 

134648 

1359-00 64072 lots 

LME Cteafng CIS rate: 
SPOT: 1.7820 

3 months: 1.7458 

8 months: 1.7180 9 months: 1.6920 


LONDON BULLION MARKET 
(prices supplied by N M Rothschild) 


Gold (troy oz) 

S price C equivalent 

Close 348.00-348.60 

opening 35X10-33X50 

Morning Itx 350.75 1B7JM0 

Altemoon llx 348.40 196082 

Da/s high 35X00-35X50 

Day's low 34800-347.50 


Loco Ldn Mean Gold Leading Mu (Vs USS) 

1 month 

2.37 

8 months 206 

2 months 

206 

12 months 2.41 

3 months 

208 


Silver Bx 

p/trey oz 

US cts equfu 

Spot 

215.50 

382.75 

3 months 

221.10 

385.45 

0 months 

22500 

388.66 

12 months 

23600 

39505 


GOLD COMB 


Krugerrand 34840451.00 202.00-203.00 

Maple leal 35X85-361.15 ■ 

New Sovereign aSjOMXOQ 49.00-9090 


TRADED OPTIONS 

Ahontehan (09.7%) 

Gang 


Puts 

snUte price $ tonne Oct 

Jon 

Oct 

Jan 

1250 

17 

49 

8 

18 

1300 

3 

23 

41 

41 

1350 

3 

9 

70 

70 

Copper [Grade A) 

Calls 


Puis 

2300 

75 

103 

4 

31 

2400 

37 

73 

18 

SO 

2490 

14 

49 

43 

75 

Coffee 

Nov 

Jan 

NOW 

Jan 

700 

77 

93 

5 

ii 

750 

41 

59 

19 

27 

800 

19 

34 

*7 

52 

Coen 

Dec 

Mar 

Dec 

Mar 

625 

37 

71 

21 

25 

850 

34 

56 

33 

39 

675 

18 

44 

50 

48 

Brent Crude 

Nov 

Dec 

Nov 

Oea 

2000 

68 


16 

29 

2060 

4Q 

53 

34 

41 

2100 

SI 

37 

59 



New York 

SOLD 100 troy oz-\ Sftray oz. 


Close Previous Iflgh/Low 


Ssp 

3470 

3490 

0 

0 

Oct 

3480 

3500 

349.4 

348-2 

Nov 

3480 

3500 

0 

0 

Doe 

3490 

351.7 

351.1 

349.8 

Feb 

3510 

3530 

332.4 

3513 

Apr 

maw 

3540 

35X8 

352.7 

Jun 

354.1 

3560 

0 

0 

Aug 

355.7 

3570 

0 

0 

Oct 

367.4 

3590 

0 

0 

FLATMUII SO My n S/tray m. 


Ctesa 

Previous 

Htgh/Low 


Oct 

3830 

367.4 

3870 

3630 

Jan 

3600 

3864 

3660 

3610 

Apr 

3560 

3830 

3810 

3600 

Jul 

3800 

3840 

0 

0 


SEVER 5,000 troy og cent»/troy oz. 



Ctese 

Previous 

Htgh/Low 


Sep 

3780 

382.1 

3780 

3770 

Oet 

3767 

3820 

0 

0 

Nov 

3770 

383.0 

0 

0 

Dec 

3790 

304.7 

3840 

3780 

Jan 

3800 

3860 

0 

0 

Mar 

3820 

3880 

3880 

382.0 

May 

385l4 

391.0 

3870 

3870 

Jul 

387.7 

3963 

3010 

3870 

8ep 

380.1 

3967 

3050 

3900 

Doc 

394.1 

399.7 

3965 

3830 


MOM GRADE COPPER 25.000 tos; oentsftbs 



Ctese 

Prevtous 

Hfgh/Low 

S«P 

107.45 

10700 

10630 

10805 

Oet 

107.70 

107.75 

10800 

107.55 

NOV 

10620 

10620 

0 

0 

Dec 

10646 

10640 

10900 

107.75 

Jan 

10800 

10845 

0 

0 

Fob 

10650 

10845 

0 

0 

Mar 

10806 

10800 

10929 

10600 


10800 

10625 

0 

0 

May 

10610 

10805 

10800 

107.76 

Jun 

10705 

10700 

0 

0 

SUGAR WORLD *11* 112000 UK cents/lba 


Ctese 

Previous 

HJgh/Luw 


Oct 

609 

623 

613 

906 

Mer 

691 

699 

804 

805 

May 

804 

809 

807 

809 

Jul 

80S 

9.00 

60S 

691 

Oet 


9.00 

803 

800 


S price £ equivalent 


CRUDE OB. [light) 4X000 US geBsWwrel 



Latest 

Previous 

High/Low 


Oct 

22.19 

2200 

2208 

22.08 

Nov 

2104 

22.16 

22.14 

2100 

Oec 

2101 

22.03 

2201 

2106 

Jan 

2104 

2109 

2106 

2108 

Feb 

2103 

21.74 

21.70 

2142 

Mar 

210S 

2109 

21.45 

2109 

Apr 

2105 

21.43 

0 

0 

May 

2100 

2102 

0 

0 

Jut 

21.15 

2100 

21.10 

21.07 

Juf 

2000 

21.10 

21.00 

2090 


HEATING 0*. 42000 US galte. cente/U9 galls 


Latest Previous Mgh/Low 


Oct 

na.iw 

8X04 

8300 

8100 

Nov 

8610 

8304 

83 W) 

8200 

Dec 

64.10 

04.79 

64.80 

8640 

Jan 

8405 

6500 

6400 

63.76 

Feb 

6300 

8308 

6300 

62.70 

Mar 

8006 

6106 

6105 

6005 

Apr 

5600 

59.46 

5008 

69.00 

May 

57.70 

5801 

5700 

57.60 

Jun 

67.11 

57.11 

0 

0 

Jul 

56.75 

5606 

8675 

58.78 


COCOA 10 tonnes3/lonnes 



Ctese 

Previous 

High/Low 


Oec 

981 

1006 

995 

970 

Mar 

1035 

1058 

1046 

1025 

May 

1066 

1083 

1078 

1038 

Jul 

1090 

1123 

1105 

1090 

Sep 

1119 

1152 

1126 

1120 

Dec 

1157 

1190 

1163 

1168 

Mar 

1198 

1227 

1200 

1196 

May 

1224 

1252 

0 

0 

COFFEE “C* 370OORn; canta/lbe 


Close 

Previous 

ftigft/Lnw 


Sep 

9205 

5200 

6200 

52.00 

Dec 

53l35 

43 OB 

5306 

52.05 

Mar 

54.70 

6405 

55.10 

5X75 

May 

5600 

58.75 

5600 

6700 

Jul 

59.70 

8005 

6046 

59.70 

Sep 

60JJ0 

61.75 

9H20 

60.70 

Dec 

6X75 

84.75 

0 

0 


COTTON 60.000: cants/lbs 



Claes 

Prevtous 

Htgh/Low 


Oct 

5900 

8903 

5900 

67.76 

Dec 

5605 

6508 

5600 

53-50 

Mer 

6703 

5806 

67.70 

6840 

May 

5046 

6700 

68.45 

67.10 

Jul 

SS08 

3700 

5900 

57.80 

Oct 

69.45 

5800 

6900 

5800 

□ec 

5903 

5800 

9006 

3805 

Mar 

5905 

6006 

0 

0 

ORANGE JUICE 15000 lbs: cents/HJS 


Ctese 

Prevtous 

Hlgh/Low 


Sep 

11300 

11600 

11600 

11200 

Nov 

114.15 

114.10 

114.40 

11200 

Jan 

11X70 

11300 

11400 

112 J0 

Mar 

11405 

113.76 

114.75 

11X10 

May 

11505 

1 14.60 

11400 

11400 

Jul 

11405 

114.10 

0 

a 

Sep 

11405 

114.10 

0 

a 

Nov 

11405 

114.10 

0 

a 

Jmn 

11406 

114.10 

a 

0 


| MDJCSS | 

| REUTERS (Base: September 18 1831 

- 1001 1 

Sep 17 

Sep 16 

ninth ago yr ago i 

15800 

153X7 

16210 

18440 

| DOW JONES (Bsnr Dec. 31 1974 - 

100) 

Sep 18 

Sep 15 

mnth ago yr ago | 

Spot 11147 
Futures 11502 

11800 

116.46 

11608 

11502 

117.40 

12304 


Chicago 


SOYABEANS 5.000 bu min; centa/BOb bushel 



Close 

Prevtous 

Hlgh/Low 


■ ’ 

Sep 

BB4/B 

569/4 

581/0 

554/2 


Nov 

345/2 

664/4 

655/2 

645/0 

* 

Jan 

552/4 

562/2 

582/8 

532/0 


Mar 

seare 

570/0 

670/2 

680/4 


May 

568/4 

578/0 

578/0 

568/4 


Jul 

674/0 

584/4 

584/4 

574/0 


Aug 

57WQ 

585/4 

580/4 

578/0 


Sep 

573/0 

590/4 

578/0 

573/0 

.. . 


SOYABEAN 00.60000 U»; cunts/lb 


Ctese 

Prevtous 

Hfgh/Low 


Sap 

19JM 

1901 

1X40 

1903 

Oct 

1X08 

1902 

19.40 

1X05 

Dec 

1X34 

1903 

19.75 

1903 

Jen 

10.48 

19.71 

1X82 

19.48 

Mar 

19.73 

20.00 

20.12 


May 

1906 

2027 

2042 

1906 

Jul 

2003 

2500 

2005 

2003 

*«g 

2002 

2062 

0 

0 


SOYABEAN MEAL 100 tons; Srton 



Close 

Prevtous 

Hlgh/Low 



* 


Sep 

18X0 

1700 

1890 


. - 

V 


Oct 

18X7 

18X7 

18X7 

I860 

' % : 



Dec 

1880 

I860 

188.8 





Jan 

1870 

18X7 

1880 

1870 

= s. 


1 

Mar 

1870 

1880 

18XB 




May 

1870 

18X0 

1880 

1870 




Jul 

W8.1 

18X3 

1800 



1 


Aug 

1890 

1890 

1900 

189.7 



_ 


MABEaiOOOau min; centt/SIBb bushel 



Ctese 

Prevtous 

Hlgh/Low 


Sep 

223/2 

223/8 

227/0 

223/0 


217/2 

220/4 

221/2 

217/0 

Mer 

228/2 

229/0 

230/2 

2288) 

May 

232/2 

235/2 

235 re 

232/0 

Jul 

237/2 

239/4 

2408) 

237/0 

Sep 

237/4 

2*76 

240/4 


Dec 

242/2 

243/4 

243/0 

242 n 


WHEAT 5.000 bu min; cents/BOfb-bushei 



Ctese 

Prevtous 

Hlgh/Low 



Sop 

331/0 

327/4 

331/6 

328/4 ' 

k 

Oec 

341/6 

338/6 

344/2 

338/6 

1 

Mar 

348/2 

344/8 

348/8 

344/8 

» 

May 

340/2 

339/2 - 

343/4 

330/4 


Jul 

318/4 

317/4 

321/0 

316/0 ■ '(■ ; 


Sop 

324/0 

322/4 

0 

0 

V 

i*. 

Doe 

335/0 

332/4 

335/0 

333/4 

• 


LIVE CATTLE 40000 tea; eentaflba ^ ' » 



Close 

Prevtous 

Htgh/Low 



Oct 

7E02S 

7X425 

75060 

7X42S : 

'1 ' , 1 


7X375 

7X150 

7X660 



Fob 

72000 

72025 

72.475 

72275 ' 


Apr 

7X375 

73000 

73025 

7X300 

•j * 

Jun 

70060 

70000 

70475 

70000 

, '' 

Aug 

890 75 

08025 

89.050 



Oct 

8X000 

68025 

69000 

0 



Live HOPS 40.000 b; cents/lfas 



Ctese 

Prevtous 

Hlgh/Low 


1' 

I* ' 

■a 

Oct 

40078 

40.825 

40050 


IS 



41000 

41026 

41060 





40225 

40025 

40000 




Apr 

3X500 

38.S2S 

3X87S 



1 

Jun 

44.150 

44.175 

44050 



j > 


44.150 

44025 

44075 


| 

i 

Aug 

4X150 

4X100 

4X150 


IS 



40000 

4X300 

40000 

40025- 



PORK BULKS 40000 tos; caMs/lb 

‘ 


i 


Close 

Prevtous 

Hlgh/Low 


y> 

y 

1 • 


Fob 

40575 

40000 

41.100 

40000 

Mar 

40000 

40600 

410(10 

4X475 - 

May 

4X200 

42000 

42060 

41000 

Jul 

42-100 

42000 

42.425 

42.100 

Aug 

41.150 

41.250 

0 

41.150 
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LONDON STOCK EXCHANGE 




soar on interest rate hopes 


FINANCIAL TIMES STOCK INDICES 


Sen™ CompHation 

HJflh Low 


Qp ygm nt al Sacs 




By Tony Byland, ' 

UK 6tbcfc Marital Editor 
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LONDON equity dealers 
sensed yesterday' that ster- 
ling* s effective devaluation ana 
suspension from the ERM may 
s ig na l a shift in UK. govern- 
ment policies in the direction 
of lower.interest rates, and the 
stock market soared In one of 
the most heavily traded ses- 
sions on record. 

. The: day’s surge of ios.6 
points on the FT+SE Index rep- 
resented L the. largest- daily gain 
since the session which foil* 
lo wM re-election the Conser- 
vative government in April 
this year. The closing level of 
2,4835 retains the Footsie to 
its position of midrJuly. 

Overseas institutions, for 
which the effective 10 per cent 


. sterling devaluation presented 
golden - purchasing opportuni- 
ties among UK stocks, had tel- 
exed their buying lists to Lon- 
don brokers overnight Domes- 
tic institutions soon .took up 
the running as the govern- 
ment's cancellation of Wednes- 
day's two percentage-point rise 
in base rates tumid attention 
-to interest-related stocks. Bar- 
clays de Zoete Wedd, the UK 
investment bank, predicted 
that base rates could ML to 8 
per cent this year. 

The Anal reading on the 
Footsie was only one .point 
below the day’s high, which 
was recorded- within seconds of 
the official opening. Share 
prices fell back to show only 
plus 2&8 on the Footsie in the 
first hour of trading, hut the 
advance was resumed when 


Account DenWng Dates 


Sap 7 
Mm he 
Sap T? 


Km Am daaBagt nay taka placa (ran 
MO hi mo baafaoaa days •arttor. 


base rates were returned to 10 
per cent, whetting appetites for 
further reductions soon. 

For most of the session the 
market jousted around a 100- 
point Footsie rise, with brief 
periods of profit-taking soon 
replaced by further institu- 
tional demand. At the close, 
Seaq volume totalled 1.4bn 
shares, exceeding even that 
recorded on the day following 
the UK general election. 


Amid the enthusiasm - one 
well-known dealer called for 
his famous water-cooled foun- 
tain pen - there were a few 
notes of caution, especially 
after government bonds began 
to reflect tears that inflation 
mil be rekindled by lower ster- 
ling and interest rates. 

At Panmure Gordon, the 
London broker, Mr Robin Aspi- 
ngll noted that the Bundes- 
bank, which disappointed some 
investors by leaving rates 
unchanged yesterday, might 
not cut rates for some time. 

At BZW, Ur Richard Kersley 
suggested caution towards 
some of the domestic interest- 
related stocks, such as those in 
the building and contracting 
sector, which have been 
unwilling to respond to red- 
uctions in domestic interest 




■■ ■ . 1 1 M ’A 
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Investors 

abandon 

utilities 


■ *-Sk|wr t 4 u 
^ 


THE apparent abandonment of 
the low-inflation ' economic 
environment . brought an 
abrupt about turn in sentiment 
in those sectors regarded as 
safe havens and, in particular, 
among the utilities.' . 

The electricity distribution 
.stocks, the water sector, BT 


■'■‘"i Jt • and to a less®* extent British 


jj. Gas, all came under substan- 
" ■I'Tiir.: i.fji- tial selling pressure from the 
i! - ' is haei outset of trading as the mar- 
ls* ivn r ,-nid r kefs action funds switched 
- '■ ,1? their aQ fiance to the cydical 
stocks: ■ 

i< , ..j ' ijt Opening at 357p, BT shares 

j Qoiddy turned down, touching 
■ -L,'.™ fc a low of 33$> before settling a 

' ^ net 4 off at 339V4p. The partly- 

■ y ‘ ite. paid stock chsed 3% down at 

V. " , 237% p. Turnover -in the two 

> 9*0 i classes of shares was 18m and 

• i ... mi ici 7.1m respectively. 

V" / L ‘ tec British Gas, refecting the 
stocks underperformance 
ssipjrt j- against the other ntfittiBn, was 
aA' treated with kid gloves, the 
-vcTti shares edging up 5 to 235%p on 
17m traded; 

'"!h ifevi The biggest casusdties in the 
electridty-stocks included Nor- 

web, 10 lower at 406p, Midland, 

, , 12.cfi at K0p. ahd Yorkshire, 
f) m which declined 16 'to d8p: 
w 1 * Footsie status sustained 
Thames Water, only. -4 easier 
rsia: at 326p, and Severn Trent, 6 
• a- v K"f down at 386p, but the smaller 
i'vx t\i c: water issues such as . South 
•!- ■ t Wert- 07 weaker, rt,59ffiB^.and 
- ^us: Vfelsh, Water <13-- cheaper at 
. iMmc 430p) . were given h much 
i-:. i-.-r.s rougher ride. . . 


! *- x '"in ifee 


t to rise 


ture of yesterday’s session, 
shares in Guinness, which 
derives around 85 per cent of 
its earnings from overseas, still 
suffered an initial retreat of 38 
to 491p on the results as deal- 
ers moved to unload stock and 
analysts made their down- 
grades. Smith New Court was 
among brokers to cut its fore- 
cast and is now predicting 
profits of £975m for the year, 
down from its previous esti- 
mate of £L03bn. 

The strong market trend, 
however, brought a rebound in 
the shares, which reached 560p 
before profit-taking combined 
with switching into Grand 
Metropolitan cut them back to 
534p for a rise on the day of 5. 
Turnover came to 17m shares, 
the highest daily total for IS 
months. 

The switching between Guin- 
ness and GrandMet, together 
with demand for overseas earn- 
ers, saw turnover in the latter 
rise to 14m as the shares 
jumped 23 to dose at 432p. 

The oil and gas sector 
attracted exceptionally heavy 
trading. BP saw 31m shares 
dealt as an initial burst of buy- 
ing interest, mostly from over- 
seas according to dealers, was 
offset by a steady stream of big 
selling orders from UK institu- 
tions. Pushed up to 226p within 
minutes of the opening, BP 
shares subsequently- were 
driven down and closed the 
session a mere 1% up at 212p. 

Shell; on the other hand, was 
(he darting of the big interna- 
tional institutions, with the 


shares running up 37% to 525p 
as 15m were traded. 

The latest upsurge in the 
exploration and production 
sub-sector saw Lasxno climb 
13% to 146p on very heavy 
turnover of llm and Enterprise 
add 19 at 384p on 2.9m, 
reflecting the impact of curren- 
cies on crude oil prices which, 
because of currency shifts, 
have risen from around £10 a 
barrel to £12 a barrel in the 
past couple of weeks. 

Burnrnh Castrol’s exception- 
ally heavy overseas earnings 
stream - 30 per cent comes 
directly from the US, to say 
nothing of substantial income 
from Germany - saw the 
shares advance 22 to 6l3p. 

Institutions piled back into 
the high street banks after the 
recent interest rate rises were 
rescinded and the market 
began to trade on stories that 
singleflgure interest rates are 
not too for away. 

Nation&l Westminster and 
Bardays, which bore the brant 
of selling in the sector earlier 
in the week, spiralled upwards 
in levels of turnover not seen 
for many months. The latter 
shot up 45 to 336p on 28m 
traded, while NatWest leapt 51 
to 357p on 26m. 

The expected return to prof- 
its underpinned Legal & Gen- 
eral, which settled 24 up at 
323p. Prudential, where turn- 
over was given a big push by a 
single trade of 45m shares at 
246p, dosed 6 higher at 245p. 

Steep gains in the equity 
market and hopes of an upturn 


FT~A All -Share Index 


Equity Shares Traded 


Turnover by volume (rnfllonj 
Excluding; Intna- market 
business & Overseas tumorer 


600 



in the property market drove 
the composite sector higher. 
Sun Allian ce added 24 at 263p, 
Commercial Union 14 at 489P, 
General Accident 38 at 478p 
and Royal 16 at 142p. 

There was no hard evidence 
to support the latest spurious 
market rumours that Goldman 
Sachs, the US investment 
bank, had taken advantage of 
the market upsurge to place 
the remainder of the big block 
of Id shares it acquired from 
Hanson via a bought deal ear- 
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FT-ACTU ARIES SHARE INDICES 


© U» Financial Thnas Ltd 1992. Compfled by the Financial Times Ltd 
bi cot^aicSon with the Institute of Actuaries and the Facidty of Actuaries 


; =•.; j- Guinness volatile 

r In = a. session notable ior 

: demand for International 

! . ‘ . - I stocks, drinks group Guinness^ 

p..v:-r -classic overseas eamerV 
; ' * " , ' J : Itstood out for Its underperfonn- 
' *■ r V ' ance after reporting -Interim 

.JZ figures briow market estimates 
“ and warning, of deteriorating 
j markets. Analysts downgraded 
their forecuts for the full year. 

. . — ’ ' Half-time profits rtxowed a 

one per cent improvement to 
£353m but the figure fell short 
— of market expectations of 
• • r .V_- betweem £858m and £386m, and 
the company spoke of poor 
trading conditions- in the UK, 
y, ' Japan and Germany. • 

: - f r- With the strong demand for 
: v- : internationals a particular fea- 


KWJITY GROUPS 


Thursday September 17 1992 


Figures In parentbeses show number of 
stocks per section 



aOpenTneindek 2485.1; Vsm 2430.4: 10 an 2448.6; 11am 2462.6; Noon 2479.2; 1 poi 2471.0; 2 pm 2463.9; 2 JO pm 2478.1; 3 pra 2479.9; 
4j0pniMS6.7;ti) 3.46pm 00 9Jlamt Flat yJfW. Hlghsanfl low iwnri.taKdates.nFuHandconstitfleat changes are ptAHshed 1 la SaUirtar 
ions A list ofcwstitwnts k available fmn the PeMMm, The Financial Times, Humber Ooe, Sgudiwart Bridge, London 5E1 9HL The 
FT-ACTU ARKS SHARE IN DICES SERVICE ween a range of electronic and paper-based products relatliw to these indices. These are available by 


FT-ACTO AWES SHARE IN DICES SERVICE men a range of electronic and paper-based products relatliw to these indices. These are available 
subscription from FINSTAT, 3rd Floor, Number One, Southwark fridge, London SH 9HL*1he HSBCdlvidend Is not subject to Ahwce 
Corporatioa.faaat25%. 


rates so far this year. 

Gains in the overseas earn- 
ing stocks, including some of 
the smaller oil issues which 
have lagged the market, often 
outpaced the advance of 4.4 per 
cent in the Footsie. 

There were substantial rises 
in bank shares on the expecta- 
tion that lower interest rates 
in the UK will ease some of 
the crippling burden of bad 
debts overhanging from the 
domestic manufacturing, prop- 
erty and building sectors. But 
there was a reaction from the 
defensive stocks, including 
utilities. 

This morning brings the 
expiry, just after 10.00am, of 
the September contract on the 
FT-SE Index, an event likely to 
inspire tumultuous activity in 
blue chip stocks. 


FbHd IMifttl 


Ow fl n w y $hr*W 


122/yflg) |5Wm 


FT-SE 100 SUM 


FT-SE Eurotrvdi 200 1111.40 1030.65 1091.61 111361 107&33 117128 


•OrO. Div. Yield 
• Earning YJd K(hit1) 
•P/E Ratk>{Nei)(ft) 


SEAQ Bargna 5.00pm 37.146 22.K 

Equity TunwvartEm)f - T18T 

Equity Baron I rut 24.01 

Shorn Traded (ml)t 488. 

OnHiwry Sham hUn, Hourly tfiangoa 


425 

5.08 

5 17 

5.06 

517 

4.74 

7.07 

7.41 

7.44 

7 27 

17 « 

7.60 

1722 

17.11) 

17 03 

17.42 

15.75 

16.42 

37.146 

22,530 

18288 

24.614 

18.412 

29.209 

- 

1151.0 

395.0 

971.7 

923.9 

H46A1 


24.014 

21.611 

27.095 

20.91* 

28.753 

- 

488.7 

437J 

428. 1 

418.7 

579.8 


(10/11 IHV91 {15/2/831 126/10/71) 

2737.8 2281.0 2737 8 986 9 

(11/5) (2S/B) (11/S/93/ |23^/841 

1248.79 1029.56 1248 79 93862 

(11/51 125/81 111/5/92) (lflM/91) 

tew 100 GcvL Stca iS-ia-K. Fnrt « iS?8,0Ua»t 
1 7.-3S Gcfld no 123 5& BCD lBDD W " « S3 
& FT-SE BbcWA MO » I0»* W IGfiS. 


GILT EDGED ACTIVITY 

indicae* Sepi 16 Sept 15 


Day's High 16203 


Day's Low 1748.9 


FT-SE 100, Hourly change 

( Open j I 9 am I 10 am 
2485.1 2430.4 24488 


Day's High 2487.7 


Gill Edged 
Bargains 

1272 

99 1 

S - Day averago 

104 5 

97.0 


Day's Low 2404.1 


*SE ACtiVitv 1974. 
tExcludmo mira-markei 
business and Overseas turnover. 


FT-SE Euratreck 200, Hoarty changae Day's High 1 134.01 


Day's Low 1105 83 


10.30 am 
1128.72 


London roport and latest Share Index 

Tel. 0891 123001. Calls charged at JUpi 
mtnuie cheap raio. 46p/minule at all 
other llmos 


lier this year. Id shares fin- 
ished 38 better at H05p after 
turnover of 5.1m. 

Seed International's pro- 
posed merger with Elsevier 
was given a warm welcome by 
the market, which marked 
Reed shares up 45 to 531p. Vol- 
ume was 8-8m. 

With the focus mainly on 
internationals, several stocks 
viewed as over-focused on the 
UK came under pressure. One 
such stock was Northern 
Foods, which was among a 
handful of FT-SE stocks to 
buck the market trend. The 
shares shed 3 to 224p. 

Also relatively weak was 
Argyll Group, currently host- 
ing a series of broker visits. 
The shares improved only 3 to 
307p. 

Investors brushed aside the 
financial worries that have 
depressed Queens Moat Houses 
of late and strong demand left 
the shares 7% ahead at 35p. 

Hotels group Forte was seen 
as likely to benefit from a 
devaluation of sterling and 
trade in the shares was partic- 
ularly busy. They rose 21 to 
139p as turnover reached 21m. 

British Steel was particu- 
larly busy and recorded the 
day's highest volume among 
Footsie stocks at more than 
47m. The shares rose 8 to Sip. 


TRADING VOLUME IN MAJOR STOCKS 
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EQUITY FUTURES AND OPTIONS TRADING 


MARKET REPORTERS: 

Steve Thompson, 

Joel Kfoazo. 


■ Other market statistics. 
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ANOTHER record session 
yesterday rounded off the Ufa 
of the September contract on 
the FT-SE Index, which 
expires after 10am this morn- 
ing, writes Terry Byland. 

Volume was driven by activ- 
ity from marketmakers trying 
to keep ahead of a wildly 
expanding equity market and 
by traders seeking to roll-over 
positions into the December 
contract, which takes over 
market leadership today. 


Overseas buyers bought 
early into the London market's 
stock Index futures on the 
back of the effective 10 per 
cent devaluation of sterling. 
The September contract moved 
above 2JJ10 twice during the 
session before closing around 
2,483, in line with the underly- 
ing index, as required for the 
contract expiry. 

The December contract 
closed at a premium of 56 over 
September, with fair value, the 


calculation allowing for divi- 
dend flows and financing 
costs, estimated at around 42; 
brokers regarded the level as 
acceptable. 

In view of the excitement in 
the equity market yesterday, 
this morning’s expiry In stock 
index futures could prove 
lively, according to dealers. 
Traded options were equally 
lively, recording a total of 
69,249 lots, and volume in the 
FT-SE option reached 27,204. 
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EAST EUROPEAN 
ENERGY REPORT 


TRADING STRATEGIES ^ IDEAS 


Currencies • Bonds 
Energy • Metals & 

Oil Markets 

5ertto£ 7fie 7 Trend for Others To follow 



Every monui EkI European Energy Report, 
published by the Financial Times, gives senior 
executives an accurate and often revealing pic- 
ture of Lhc developments taking place in this 
intricate market I rr ? — i 


WORLD TEXTILES 


The FT proposes to publish this survey on 
November 12 1992. 

Textiles are one of the most heavily traded 
goods in the world. To discover what the 
FT is planning for this survey and how to 
reach our international audience of decision 
makers, financiers and government 
administrators contact; 

Ruth Pincombe 
Tel: 061-834 9381 
Fax: 061-832 9248 
Alexandra House, 

Queen Street, 

Manchester M2 5LF 


- • wi| h unrivalled 1 

coverage of all lhc en- 

l " — — ergy sources in all the ... •-. __ 

■ cotin tries of this region, TTV: .-r-.-'f 

_ East Eurtlpean Energy -l-i? -'rl' *. V • 

1 Report provides a Tv-T-: • ; "• 

balance of features, news items and briefs. • 7 - . 3- 

Seperaie commy profiles provide in-depUi 
statistics and in Letprentfcm on one counity . oul- "'. r- .-Tl -"Vr 5 

liningibe factors affecting ibeir energy markets, I- J 

the iAbaslraduic of each sector and the government's planning policies. 

71 Features, news items and briefings arc in- 
EASrUJBOKAN ; dexed to allow quick and easy reference to back 
| issues 10 assist you in research. 

East EnrOpean Energy Report is avail- 
t* - . able only 00 subscription from the Financial 

Times, so telephone Louise Alsop today for 
-TG-T - 1 your FREE sample ct^>y; 


fa '. 0071-240 9391 
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or attach your business card and post or Tax to: 
— - — Louise Alsop 

Financial Times Newsletters 
Tower House, Southampton Street 
London WC2E7HA 
FAX; 071-240 7946 
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544 0 
5328 
6195 
2278 


*65 

*0.9 

-1.4 

-61 

• 0.1 

*62 

+75 


Z Manchester Unity Assurance 

- 4Q Fworola Scrort. Mapcbeteer M22AB, Obi 

— Ftaadfl 


92.4 
1203 
145 b 
103.7 


100.2 
122.4 

139.9. _ .. 

109.11 ..„ 


974 

1268 

1535 

1093 


Priero UftSariteb Acc; Protean Scries C Acc Sap 17 


I N & P Ufe Assurance Ltd 

- Provincial Use. Bradford GDI IfU . 0774 

- UftktanrotdFd-.. ..]U0.7 U65] 

“ sion Mrongcd Fd .1080 113.7 . ... 

12S2 

13351 . 


Natl goal Mutual Ufe 

9361 Tbr Ptloq Priory Pk. HttcUa. SGS2DW 0462422422 
- Hanaatar Parol an Arteb 


: » 

: 55S-. 

I Mmlifc Grom 
- St George's Wjy.StCTeraae EaqaHK0438 
Mauged Sro It 2...7T51L1 538.0| ... . 


- UK Emtto 

“ Ox™ Eiiity - 

FbUhteUL.... - 

Property 

3 MmLtokad. 

- Smh*febfiB(Bi..._. .'. 


169.7 

1766 

1308 

1706 

1185 

153.9 

1775 

1455 


178.7 

UU9 

1377 

1795, 

12481 

1620 

1869 

1590 


- Managed Scr 3 . 

- Property Sari A 2... . 

: SSaWSlr-- 

I Gftl&gSsef'iii' 

: Essen*, z 

- OfnoahSw3 

- bmSUnoitSerL— . 
buroathnlSerlAZ.. 
laternatlonal See 3_ 

- Pernton Faad Prices 

- Managed lad 

I Property tel L ~ 

_ Da Accra 

- Equity WL — 

Da. Acorns .. 

- Gilt -Edged left. .. . 

_ Do Aaron | 

Gaaraxtrod Mt 

On. Accra 

_ tounotionaMntt..... 

Do. Accra .«• _ v 
I laN« Lk.CIHM..... 

Do Aaron . 

Managed See 2. 

* 5ro2 .... 

See 2 r.T-| 


963 

,474.7 

901 

MW 7 

47.6 

505 6 

1215 

3043 

1218 

2573 

3608 

06 0 


10L4 
4997 
948 
640 7 
102.7 

S3 

3201 

1262 

2699 

3798 

905 


Natl oral Provident Institution 
48Grancbroc95L LOPdonEOP3HH .071-6234200 


. Managed. — 3526 

_ UKEqtjCg- 4418 


3139 
4779 
3305 
907.4 
3bS2 
560 9 
290.1 
4613) 
2205 
341.9 
345 7 
5420 
1*0 7 
2518 
1418 U95 

9 1620 

4 133.1 

149 7 1578 
1624 1715 

1209 1275 

1475 1555 


330.4 

- 290 _* 

_ Fir Ena. 3212 

_ Property... . 19L6 

- Finn In. . - . 2998 

U GUI 1(ol9 


, Managed. [515 7 

UKEmta.. . -1602.0 

_ OwnoasEq. — -J5698 

_ Ana'- ’ — • 

_ FarE 


. ... . 5465 
- . - 244 4 

_ Fixed fee 3737 

_ hated SHI 179.9 

_ Dcdoslt - 288 0 

_ HPI Ptnstam Nanagraaat Ltd 

_ Managed Fuad :.„luuao 105651 ...-I 

Prices Scptoinba 1 Han droltag October 1 


3712 

4653 

348.4 

305.4 
3362 

201.7 
3156 
174 7 
2093 
1192 

5429 

633.7 
5998 

*01.7 

5733 

2575 

3934 

189.4 
3052 


♦145; 
♦215 
+135 
*14 1 
+150 
*03 
*64 
+31 


♦20 4, 
+302' 
+238 


♦221 

+05 

+42 

♦33 

♦oi: 


Z Horwkti Unluu Aset I 


- PO Box 140. Horakd NR3 1PP 

- 8UAU Psatts 

- Managed Fnu 732 

- Socx MOM Magi FodU 

- Equity Find 

- kttanaUaralFaad..- 

- Eroopaai Faad .. — 

- North AtootcaaFteri.. 


■t Ltd 


*67 


Fixed lama Acc. 

Hhpi Income Acc. 

btal Acc. 

' '.Tint Acc 

Japanese Arc. 

MarogadAcc. 

Hera Ace. 


EwnpbH 

Flm tatcnsL 

IMMltonal 

Tran. 


Ffcced tetoreo. 

totemiliaaal 

ipyattnatttTraK. 


1006 

599.4 
1805; 
324.7 
5128 
373 7 

534.4 
1844 
4515 
2922 
2446 


2*2.4 

3526 

177J 

2528 

1661 

429.7 
5348 
1786 

115.7 
7114 
,259.7 
I40L9 

189.7 
2718 
mj 
6165 

LO 

1905 


1135 

19151 

6835 

!£S 

1865 
26S2 
174 8, 
4523 
3324 
187.4 

1198 

737.7 

269 1 
4164 
1965 
pm a 

X 

4675 

1972 


♦45 
*867 
+7 D] 


♦16 9 
♦294 
♦62 
+218 

403: 

*48 


Growth & Sec. Ufe Asset. Sac. Ltd 

- HUIGnenU. 

- Fla Hr f 


®-° GumUau Royal Excftmgu 
Z Bqral Exttange. Ef~ 


I Legal & Geueral 

i Mntttetam Road. Hdst8N5 1SE 
Brithb Oops AeemL...7ra2 
Soc 



4562 

+UB 

+L3 

♦9.4 

H48 

♦7.4, 

«59 

*01 


*53 

an 

•u 

♦981 

+158 

♦78 

♦366 

*03 


BmriaEmnj (532.7 5667 

Clara Bril In A .... 9975 1095.1 

Hertugg .J2707 2849 +U.0 

P50wnu, -1J611 3801 1 +1871 

Eagle Star Ufe Assurance Co Ud 
aatlifiaad.ChtitHtron l 6l537U) B422J13U 


- FnagnMCTbStroTto-- 
_ FtetdaraMpugEd-... 

I Graij^uStAmn 
_ ItaMdbdlU 

>g Us. Accra........ — . 

“ msszr- 

n Find bderest Pro.. 

“ Iteteapt total Acc. 

O NthAmolcanAcc — 

n PjdflcAet.-. _ ... 

" EproocnAa: 

_ Property A*x... 

_ k*!-iWl Act — 

- P+fesM Amro. .......... 

_ BEFroknltotepi 
_ fero. Managed laKlal- 

Pra Managed Act .. 
_ Pros. Eqnhy txiltll. . 

Pros EqaityAcc- - 



Hearts of Oah In sur a nce Grom 
Hearts of Oat Hobsp. 9 Princess Rd Wcsl 


0533549010 


SKraFund 

BtoeOU pfmd . ■ 

081-7407070 AdrauSmBFmL-... 

Eire OtpFd Old Sod-- 

- ftrta an o fegaaScri— 

- MmutolHiauM J 

- llKPrtf AFtsmtaS FtL J 

- UK EqnH yFral . 

— Property FdPd..- . 

- EnttbHteil Oppl Fd. J 

- Etnpeoii Faad. ... 

- Swtt Ajnoltaa Fd 

- Oricaul Oops Faad. . 

- JaptemttFraL. .. 

0 WHhProfiU. 

- Brieul Aiwt lii* Fd. 


161.4 
1823 
177 1 
1445 
1159 
1135 
1076 
1245 
111.9 
104 7 
1164 
116 0 
142J 
1211 
7970 
107.1 
1009 


164.9 

19L7 

1865 

1522 

1223 

1195 

1135 

1308 

iua 

UOJ 

124.7 
1228 
1498 
1275 
83.90 

112.7 
U4.7 


♦690 

•870 

+7.90 

♦440' 

*6b0 

♦5.90; 

♦080 

+3.90 

+360 

♦530 

+750 

♦750 

♦480; 

-ira 


TaxEoantt— 

Maa Mixed. 

Hero tatccrty Scries 2. J99.9 
NonEraaroa. ~ 
Karo Gill Edged 

A A Food _ 
LMIMASUtotattra 
EqnUy. (1357 

-I 2-5 

Pension Fateh . 


58.1 

Hi 


238.8 

UU 


♦7 00 
*3.40 

961 

1021 

*2.90 

99.9 

1063 


969 

ZD3.0 

♦220 

1092 

116.0 

*0 20 

1lX27 

1027 

+160 


M annul AiTten- 

HOI knurl can Accra.. 

Property Accra 

WaSfe ' - 


ExamtCubtolL. 

Da. Accra . 

Exempt Eqty toil 

Do. Actmt.... u 

Dunam Euro lah 

Do Accra. 

Em apIFg iKTt bit 

Etottttd Find tad. . 

Do. Aram , 

Ei imnlik.GIIL 

Do. flora 

Exempt (nU- initial-. - 
Da Accra _ 
Land stage. iul._., 

Euhwn. Anar. bdi-J 

Du Accra _ - 
Exempt PmtLtalL - 

0a Acorns. ! 

So. Dcporil loft 

Da. Accra... 

ladtt Food talt . 

Du. Ann 

AggraUwCmathHi 

Do. Accra. .— 



- Menhaut luvcttun Asurauce Co Ltd 

- part of LbF Hi Grom 

I St Baitknhmra's Hem*. Lnrias Maid, Bristol 851 2UH OspabFi 
FcrpoGdeatUHtodteur April 1978 HUM*** 

Far all other fund kritenn " 

Mr Managed Fd (son 

Ml lataniaUmil [>5/5 

Ml HU Amer Equity 157 0 

Ml Proorrty 416 0 

hnUKFd— 337.9 

8273824000 Ml UK Equity J2478 

- Fur cottndstetoHMly mi price annua imtheMdarle* 
span abaro. * Cam ctBiga pi 25o(n>hi ehoro rota. 

JOp/nHnatariocberiJpnes. tacVAT. 


Property Firod 

Fixed merest Find- ... f 
Index Halted Sac Fte .[ 



- Mcnauy Ufe Assamvx Co Lid 

- 33 lOrcVUra lam SL London EC+filAS 

- Portfolio ..... |615 64. 

- International 

- UK Emily - 

- Britim Bxjf Ddp_ 

- UK fi 


9667 1017 6 
183 2 192.4 

2323 2445 

2779 2416 

458.1 482J 

227 4 

333 4 
1DL7 1073 
1217 1242 

1327 139.7 

1515 15951 


Ubcrtr Ufe Afdoroau Co Ud 
Statin M,Mra Bona, 


Pi non is Pnoioo 3831 

- PmsMaManagad- - 1835 

P.P. Managed. 120 0 

d .... - MJ 


1442 4480) 
325 +U0 
5L9 *340 
6831 *030) 

60.6J , -I 

19331 +5J0 
1272] +3 40 
62.41 +1601 


Sri SNA 

Managed- 

Bfar:“ 

Special Sio. 

Iritonlxtignaf. 

Exrpcean Faad 


Pacific 

phff if rid I. - ! ~- _ 

tadanadUakadSacs. - 


42.00 
3757 
'3455 
53.49 
3065 
42.65 
13 24 
,2331 
3859 
J7.91 
32.47 
15.17 
2754 


44 22 
3954 
3b 16 
5651 

3127 
49.90 
1394 
2453 
4063 
2958 
94 18 
15 97 
2857 


- Pacific Smto... . _ 

- Ewepua.. 

- FtadbitmL 

- Pronsu 1 

- Bldg Society A Dtp.. 

I M IdUud Ufe Limttaxf 
. Nunddi Her. CoittMereU 

- AdnrtmraFd. ~ 

. BaUactd Fd. 

_ WcrotoeFd. — 

_ 5mm Fd 

_ UK Euatty Fd_ 

_ tounaUcnil Fd .. 

_ Mute.1 Mkftat Fd.. . 

_ Fbmd tourttt Fd 

_ PcmMraunws-. .. 

_ PmsBiiarad 

- PmsDottettlea. „ . 

. Pmssmod 

- Pm UK Emily 

_ PmkneroaUoHl.-. 

- Pms Money MaiteL. 

_ Pan Fbird Uml.. 


- NEL Britkiuda As 
MUtmCacR. Dortiia. 

Capital Grab 

liiflfal ingaiL 

081-440 B210 C» (torts Str B. 


- Managed F 

- Depoah.... 

- HaoapadP 

- Barldtt 11*64 Ufe. 

- Fldallcy Mngd Ufe..— . 88.0 

- GartronraMoadLia... 90.9 

- H Bttfcn m Mngd Ufe. 909 

- IIMSSHUItaeiUfe- 948 

- Peiartra Magd utf 111 I 

- te6»miafll*»rl*-. 65 9 

- taro Cm frail Lib- JBAO 



nin 

Managed Find . . .... 

Enlty Froid 

Intrant to na l Find.. 
Property Fond - . . 
Fixed lntcrot FixxL 
071*230 ZBOO WaUfttfhcFted-. 

_ Deposit Fane . _ . 


10325 1086.7 
2236 2 2353.9 
1U 8 174.6 

448j4 4720 

5026 5i4 1 

648 685 

3163 3328 



Z Norwich llnhn Ufe Xnaamce Soc. 

- SumyStreiCtanrldiHlilStG 0603622200 

— UntttscdUfe 


- WHh Plants Fd 

- HuagN Fd 

- UK Owl Sara Fd, 

- lnumxUenal Fd ....... 

- Exropajn Ft 

- Horth American Fa .. .. 

- Pacific Fd... 

- Property Fd. 

Fried let Fd 

Ml Bend Fd 

Dawilt Fd. 

IfewraP ill 

- WHh Profits Fd ... 

- Murad Fd _ - 

- UK Equity Fd 

- totenattonal Fd 

- EiaopniFd- . ... 

- florviAmriap Fd. 

- KxdflcFd 

= PJSSPd. 

- toUflaodFd 


- Mixed Faad. 

- OnJtesy Share Feid^., 

- muraatiHalF 


..Food...., 

- Praaorty Find..— 

Find taterest Faad... 
tafen-LbtadSa Fnto.Zj 

’• u53i*uS«!i^ ^^ 

3;?! “ yffiftroflBTrotL^J 12B 65 1S5.43 


12558 132.19 
99.57 10481 
10258 10766 
91.19 95 99 

8760 9U1 

10588 10955 
BZ 15 86.47 

8383 KJO 


7265 18171 
16485 17353 
7464 183831 
157.28 16956' 
4191 149581 
7483 184 03 
12180 12822 


15313 


137 99 


4218 

6182 

161.7 


4440 
650.7 
170.2 
Z7H.4 
4392 

flu - 1??B 


m 


*002 
♦4.92 
•657 
♦464 
♦4591 
♦4J2 
+3 60 
♦055 
+L70 
+4 00 
*0.03 

♦084 
+7.99( 
♦11.08 
♦7.13| 
*6.94 
♦8 00 ! 
♦553 
*0 03 
♦ 2.01 
*643, 
♦004 

*47 

♦ 0.6 

+6.7 

*0.4 

-04 

-28 

♦05 


~ With ProflB FnocL . J 128 65 U5.43I *084) 

Inti EteUtyFontt . .| 91 68 %80 *466 - 

_ IMI BoadFiM 1 128 49 133 » I + 6 »l - 

, NorwWi Union Pesnioat Hmgcmint LM 

: i5rofe5&taS2ra Ml3 * 

I B4iramManMedFl.... |30b87 31193) «1 69| - 

_ GrraU Mupgto Fd . 94 BO 10162 *0.70 - 

_ Sentinel Managed FdJ 103 19 104 471 +0 441 - 
Pit ros am Sty 16 

C«wtteMd on ntxt rase 


••■AW* 
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FT MANAGED FUNDS SERVICE" 


Currant Unit Trust prices are available from FT Cityline. For further details call ( 07T } 925 2128. 


!U 


Peart Assurance (Unit Foods) Ltd 
IjrohWOM. Peterboro u gh PE26FY 
PrepfftrDtst iCross) JUs J J42 4 
Praowii floe. iCrmt) 

Ea any Hinas) .... 

Uauagrd (Gross) 

Property Au. (tot) 

EauUyiSet'. 


2S 


Ofto ♦ er VMd 


K5*-" SS 


mt 


M Mto+-ifVUd 


Prudential Corporate Pension Finds 


wanagroitoti.. . - 
CMtnllMHl 
Irwruiluul idtO 
G-B8 n mi! lateral. 

uS3f^SiCjo) 

Mired FandUczl . _ 


RflUMiSmli 

Ret Uan (Srrtes 2) 
klCiA 

Pens Hired FdlCepl _ 
Pent Hired FdltaJ 
PtntSiigfd'Cro) 

Prat Sllg FI [Acc] 


1 

1416 

w. 

l«il 

Is! 


142 
271 J 
DUO 
b204 
L74 7 
201.7 
01 7 
101 8 
101. J 
173 0 
1400 
140 J 
114 0 
110 7 


0733 070470 15URkai | S« ( UedMWlPZ*P 


(UultLlxked Pais) Ltd 


Ml 2 
217 4 
201 1 
1201 
125 5 
UMB 
100 5 


675 0 
zzao 
211 7 
125 5 

L13-2 
110 4 
1153 


401 
*35.0 
*17 J 

fi!6 

- 1.0 

440 

-u 

*78 

2J2 


*24 a 

404 

«x 


Scottish Amicable -Contd. 


snouarySro 16 . 

- EtaHrSeple . 

- tnttnuttaaal S«e 16 

- Ml Bond Sap 16- . 

: MS#*-.. 
: SKS f 6 ' 

- P raU ek tir 

ssrars 


15 




- PonlMnU^U 


Q76J0 10108 
LI 77 03 20380 
£26 76 27 40 

£14 TO 1400 
□0641 10762 

17364 7437 

£100 70 11383 
£314400 314400 

•fta 

413 6 433 0 


Preminn Life As au raac e Co Ltd 
BalMiagSot. Fd. 


Ba liKd 
DmtM. . 
GT Managed 

rWiqd 


Gill. . 

Global 

Untun tonal Comfy 

Japan 

linm . 

HUiugM 


Bmldiag Sot Fa . 

Balanced. . 

(■eta 

Gentian 

Cut 

GMmI 

liicraaiiMl Cority 

J404A. 

Ujvj4 

PlOPCtll . . — , 

UK Enty .. . 


225 0 
2460 

213.0 
1800 
1200 
1200 
161 0 
330 
1S7 0 
1500 
48 0 

lao 
206 0 
2160 

230.0 
244 0 
2000 
2300 
12B0 
1300 

33.0 
IWO 
410 
440 

221.0 
223 0 


237 
2340 
223 0 
140 0 
1270 
1360 
1700 
370 
1470 
1600 
51.0 
400 

302.0 
2280 

264 0 
257 0 
2200 

251.0 

135.0 
1670 

37 0 

178.0 
46.0 
520 

2330 
237 0 


460 
*U 0 
<60 
+10 
*30 
+J0 
*1 o' 
*80 
*80, 
+10' 
*10 
*30 

47 0 
*L0 
+4.0 
+120 
440 
rl 0 
420 
460 
+4.0 
420 

*80 


Jtlaaery Sep 16. 

Eerily Sep lb 

(nuruUoaal Sep 16 . 
*41 Global Equity 5ep 16 

- MUBerofStiUt.. 

“ Find hftwdst Sen 16 . 

- MeiUaMSnU. 

“ Property See 16-—. 

- CriHScpl6 


i 

Wo 

» 

i 




106 4 
117.4 
104 J 


107 3 112.7 


+327 

♦143, 

H.74 

*0 74, 

•0 65 
-020 
-0 30 

*0.r- 


♦1-3 
♦354 
*02 
*0 4! 
*12 
*28 
-04 

40.1 

-02 
-08 
*12 
-o jr 
•10 
402 
-00 
-06 


Bunding Sector .. 
Managed llxltl . 
ManagediAcu . .. 
Coarty Uaitl. - 
EuahyUkccl . - • 

Property iwul . — 
P nxur ly (Ace). . . . 
locrrun haul IWI) . . 

tormohMl (Accj 

Fired Interest Onrt) 

Firm Infant (Aael. 
Cask Haiti - . - 

CarilAcel 


1655 174 J 

106 5 146.4 

353 4 2720 

207.4 210 4 

344 0 414 D 

144 6 157 5 

2025 2474_ 

177 1 18651 -14 

339 6 35331 -27 

194.2 204 71 -U 

377 4 3"72| -26 

194.2 1624 

2923 307 7 


Son Alliance Group -Contd. 

Broker Faadi 
- Baabiii 


.11313 138 51 -03 1 


WkdnrLJfita 
mnurUun 
Kan Kerikeauagroi 


- Managed . - -. 

- Building Society.. 

- D mu.. -- 

- Equity 

- Eoalir incemr 

- Far East . . 

- Fired intense ..... 

- Aida unfed 

- InunuUDMI 

- Frowsy 

- VTsrHwtdr Bond 


Scottish Equitable Life Atom. Sac. 
285lApdnw5ft 


- Prudential ImSvMui Ufa Finds 

- l SjahenSl^LPH ta WIP TAP 071-9483287 


- Enmity- ... - ■ 

- FMhWnL -. - . 


- fa* 




- 

- Easily . - 

- IMoiutlenjl 

- nacdiral 

- Pragmy ....... .. 

- Pacific oilrL.'”.’’.’’™. 

- Honk Aiecrlcaa. . ... 

- Eurooeu. • 

- KoflWuB+iawedlJuth. 

- HeBron Strategic Geik... 

Prudential IndhrMual Pension Funds 


Professional Life Assuran ce Co Ltd (z) 


B2WIS1 
Fidelity Managed 
Hiu Sannjri Hand 
HnaGroMKaoesl 
PQFM Managed 
SdeMcr Managed- . 
Pratewoul Managed. . 
Esnow EaoHy - . 
F-redimemL 
Immoikaul Eeultr 
Pacific Eqialr 

UKEouily 

US Equity. 

LmpunNn 

Inunuuoujl index 

Jjomnt ItaW. 

South EasiAsukrin 
UKMO 
US Index 
Properly 

Sirriuvi DminiL .. 
IMimam Axndty . . . 
del memm Aim ut 







115.4 






1163 


1X30 


1520 


129 1 


1209 




860 


935 







1106 





_ 

133 5 




116 8 122.9 



1 Sunken Si Lxriun W1P2AP 
Heaped. 


“ Cash 

~ mdn Linked CI8 

“ CenpiMA .... . 
“ lewiuumu Mhiaer . 
_ nmnanwkan 


SpSS sKupi kin .'. 

Clobal 6nnttL . ... 

fiklfitr CoaeuaWL . 
MbhiMIMCM 

Rd lance Mutual 
RrllL-u Hoax, TiatfarMar Wdb, Kent 
DtmiliAccFd ..(164.7 — 

SSS«?A" ” 

Proa fit list teuiJ 

Pmp Act FdQadhU 
Ual( rnsst Me Fd . 

M-PHefW* 

Oqnui Ace. ... 


Prolific Life & Pensions Ltd , 

StnnooulF KradiU Onkrla LAS 4US 0534733733 

KLuuoh Faid we Batoxad Graaik Heuya] Feed 
Ute Feeds 

507 7 


Etulapci*] C*nh Mnpd 
AdmtaomMeei.- . 

CjutlaotHeol 

CMlFd 

Pnpvty Food . . 

Emily Food.. 

Fad let. Fad. . _ 

iDUnuuciul 

Hlyk tatm . . . 

F ji Ejk 

MWiAmerlue . . 

SpnuiSm 

TtcMolon 
Enrj Ik Fd 
CcanniaHACIItFd 

Omrrtun Incany 
Clll Food 20 
EanameiPaad . 
PrHSFlMdta . .. 
Uk Bier Chip . 
Bet a w iy Fend 
Lqullr Nconr DHL . 
DlouwtDISL. . 
meaVkiiiDiit 
Panda Fuads 
BMEUUH Praia . 
AammiMnata.. 
CdiloeS Mayl Pan la. 
BalU«vS«.Acc. 
Preporty tat 4u .. . 
Fie lot. tan Arc . 
Eds** Peat dec .. . 
itu+unoui Pot tec .. I 
Him kie Pres Abe. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FIN ANCIAL TIMES FRIDAY SEPTEMBER 18 >992 

““I MONEY MARKET FUNDS 


FOREIGN EXCHANGES 

Continuing turbulence 


The foreign exchange market 
remained turbulent yesterday, 
as sterling slid further and ten- 
sions continued within what 
remains of the European 
exchange rate mechanism. 
writes Tracy Corrigan. 

However, dealers said the 
market was calmer than on 
Wednesday, as traders tried to 
take stock. 

Following its suspension 
from the ERM late Wednesday, 
sterling slid in early trading, 
on the news that the lira had 
also been suspended. The 
pound fell to around DM2.60 - 
around 17 pfennings below its 
minim um level in the ERM, 
abandoned the previous even- 
ing. - 

However, the reversal of 
Wednesday's two point rise In 
the minimum lending rate, 
which would bring the base 
rate back to 10 per cent, helped 
lift sterling somewhat 

"There was a feeling that, 
with rates lower, the UK econ- 
omy could start to improve, 
and that helped renew confi- 
dence in the currency." one 
trader said. 

Sterling rallied somewhat 
against the D-mark, reaching 
as high as DM2.6S. 

However, uncertainty over 
the future economic policy of 
the government continued to 
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MONEY MARKETS 


undermine sterling. A state- 
ment from the Treasury that 
the pound would rejoin the 
ERM as soon as market condi- 
tions permitted unsettled the 
pound, which fell back again. 

"The worry is that we will 
rejoin the ERM rather than 
consider another policy, and 
more particularly, that we 
might go In at current levels,” 
one trader said. 

Meanwhile, the failure of the 
Bundesbank to lower Interest 
rates, as some dealers had 
expected, boosted the D-mark 
against the dollar. The dollar 
closed at DM1.5I85. up from 
the previous close of DM1.4830. 
Meanwhile, there were contin- 
ued tensions within the ERM. 

As the French franc began to 
come under some selling pres- 
sure, Mr Michael Sapin, the 
French finan ce minister, said 
the French currency was hold- 
ing up well in the current tur- 
moil. 
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He said there was nothing 
particularly oignificant about a 
level of DM3.42 francs per 
mark, the level at which the 
currency closed last night But 
it was near enough to Its 
DM3.43 floor for dealers to 
remain nervous. 

“Three forty-two is a thresh- 
old which has nothing mythi- 
cal about it the franc has held 
up well." said Mr Sapin. 

However, the pressure on the 
franc could prove more 
short-lived. “If there is a yes 
vote I think we'll see a sharp 
rebound In the franc" said Mr 
Gerard Lyons, chief economist 
at DKB. 

The Irish punt came under 
severe pressure yesterday, as 
the Irish central bank and the 
Bundesbank both intervened 

The Lira was buffetted in the 
foreign exchange market end- 
ing at DM829.2, from DM823.6. 
Prior to its suspension, the 
floor for the lira was DM820.6. 
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Sec 106-31 106- Jl 106-31 10620 

Dee 105-14 105420 105-10 105-10 

Estimate mrime 76 (161) 

Preriee day's opm riL 1909 U900) 

4% NOUDfUL GEMUN GOVT. BHfD • 

nuasajiii loptfa it iw*. 

Clast HI* Low her 

Dec 90 73 91lS 9038 9Q8Z 

riff 90.94 9L20 9084 9U2 

EsU mated rahane 78460 0153571 
Prrrtoc day’s open M. 134637 1140804) 

6% NSnOlAL LONG TCM JAPANES GOVT. 

BOBO TlMm IOOUb at IM% 

Oase Hlgli Lev 

Dec 105.68 105 S 10585 

Uv 10538 

Estimated tohne 772 (1191) 

Traded effhaWy m APT 

9% NOnOML ECO HMD 

eeuaMMiMtedfiow. 

Cte Hip to Pie. 

Die 
8 
A 

Estimated (draw 0 (0) 
htrieus daft epee W. 0 rffl 

12% NOTIONAL ITALIAN GOVT. BIND 5ffl • 

LHA 280to Mjjh ef U>% 

dose Hub low Pit*. 

Dec 93.20 9359 9L20 92.65 

Mar 94.00 9360 9360 9386 

Estimate rahne 14727 119709 
Perrins day - , epsi ML 25(04 (25639) 

THSEE H0PTH STERLDtS "• 

£500,101 prints of 181% 


Efllaate tohne leul. Calls 1578 hats 232 
herinsdff'sopsi M. Gilts 17178 Pats 9348 

CHICAGO 

US. TEEASUtT BE CC8T) K 
S40^0S32MirilM% 

Latest HWi Low 

S« 10622 107-35 10617 10 

Dee 1Q5-14 105-23 10607 IQ 

Uff 10406 10416 10400 10 

Jwi 103-01 103-01 L02-S 10 

5ep 101-27 101-27 10140 10 

Dec 100-18 - - 1 

Mar 99-18 

Jbi 98-21 

Sep 97-27 

Dee 97-04 

UJ. TYEASUIY HLLS OHO 
Sim petals of 1 M% 
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Dec 97.18 97 JB 9710 9 

Mff 97.09 9711 97.08 9 

Jea 9682 - 9 

Sq 96.47 - - 9 


Estimated «hne tote . Crib 34858 Pub 14803 
berime d»*s open ML Caih 106536 Pub 74181 
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CAF Money Mmeipmenf Ce Ltd 
48PembwyRBad.TMyMg(TIN2JD . OWOTIM 

CribBB Drain F«mT] 994 -j 10 JIB Mir 

Draoto, Dwumilv. too* -j M42BMtb 
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Unit ... . TU.00 -I 11 46IMM 

Cent Bd.efFht.itf Ctwrth of Etelafirit* 
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Ml . . . .Ilia) -I 1146LMWI 
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Dollar L% 147 1.4? J-«Ui 
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TESSAPfce 11.79 - 12.29 3-HUl 

TESSA Sow _ . n to - 12.41 HW 

Money Market 
Bank Accounts 

t« Urn M tat & 
AIB Bank High Irtaeri Ctaepne A cc owwt 
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g SStSeS?Utaap° EC3V4>U 071-6231010 k, 
5o ocK" 1 129 g«J BffF tor 1 

asi Mirg 

UOOOO-CilW-. IfcOTS.. ^SJbl 7 0sl Sr 
Oao Neng Bank PLC Premier Acmte 
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0 7987 ■ 07987 


MM*** 1 
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Allied Trust Baak Ltd 
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niEUNA'£2 001*i .110.41 8. IB 104lfV(wly 
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HICAd^airi.. .—.IO 30 6 Jfl I SJMl MW 
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American Express Bank Ltd 
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Bank of Ireland Hltfi Interest Choowe Ate 
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Bank of Scotland 
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Barclays Select 
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06520 0.6535 0.6500 0 6490 
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06350 • 0.6350 
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Latest HU 
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L7076 L7476 


L7140 1.7300 L7000 L7U6 
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Jta 

96.42 
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0.7510 0.7570 0.7510 0.7480 
07420 - 0.7420 


SIMOABO A POOPS 50Q DtOEX 
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Sep Cfl45 42LS 420.20 

Ok 42850 42L30 420JS 
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J* 420J0 
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9128 

9140 
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Mff 

9135 

9157 

90.65 
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Jra 
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Dr 
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9LB0 
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9056 

Mff 

9LS 
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Prwtaes days epraiPt Calls 427J31 hn 484B28 (AO opmciB) 
Pmtan itay, a u twi g. Crib 3.847 Pits 7L832 (All aradal 


EsL Vel. (he. figs, not shown] 163120 (209481) 
heriqes day's open Iri. 234303 (224707) 

THEE HBNTH EUMOOLLAJI • 

Sim pnlita «i 109S 

Out Hlah Low Pm. 

Dec 96.84 %«> 96 SO 

Uff 96 76 96.75 %.73 96.70 

Jim 96.44 96.45 96.41 %J9 

Sep 96.06 96.07 96JS 96.02 

Eri. Vri One. flra « d aw) 1792 0444) 

Pmtan day's open U. 22Z72 <Z1B54} 

TKKEE NOUTH EBJOMAitK • 

— I«i pefris ef 100 % 

Cost Nigh lew Pm. 

Dec 9 LSI 9L67 9L23 9L61 

Uff 9L88 9L95 9L50 9 L95 

Jon 9220 9220 9L95 9226 

5 qi 92J1 9250 9ZL3 92.45 
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riff 9257 9266 9253 9290 

Estimated refenr 120251 U961 73I 
hntan toy's epa in. 328391 023805) 
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au i« pririx el ion 
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Sett take 

Oarae 

Hlto 
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T Yield 

i Open to 

Sratanbff 
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47516 
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162M 
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9036 
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Jra 
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Estimate Niwne 82555 1 Total Open Mote 59,910 
CAC-40 FUTUS5 VAT171 Stock Mb 
S epUMte 1890.0 1868.0 -12.0 

October 19060 1884.0 -115 

December 1931.0 19145 -120 

Estimate tea * 18838 f Total Opee Iriewft 23,047 

ECO BONBOUnn 

September 103.60 10296 -L06 

December 104J2 1Q3J8 -156 

Estimated (draw 9 J86 1 Total Open lowest 16,017 

OPTION ON LONB-TEBI FKNOI BOOT HATDT 


18985 18670 

1911.0 1BB25 

1936.0 19140 


10422 10260 
1M60 10324 


Pmtan day's open h *. 9406 (9393) 


THSEE HOKTH EUtB SWISS HWfC 

SntlMPBbtoif IH% 

Oose Hhj* Ld- Pi 

Dec 93.11 9319 9299 93 

Mar 93J0 93J5 93J2 93 

J» 93.40 9352 93J8 93. 

Sep 9355 9263 9350 93 

Estimate eritrae 8773 QD7991 
Pmtan day's open H. 37871 08513) 

THEE MONTH EUMUJW WT. SATE 

LHAL«a<M»tefartlW% 

Ctae HM Low h 

Dee 86.78 67^ B4 45 86 

riff 87.47 B755 B6.70 86 

Jra 87.95 87.90 87.10 88.: 

Sep 88.43 88 

EsUwtedtoO** 2614 (4234) 

Pmtan days open hd. 16129 06036) 

FT-SEIMDUEJ • 

E2S pm M hriea priri 

Ctee mgh Low h 

Sep 2«35 2510.0 2407.0 ZX 

Dec 2539.0 2560.0 2453.0 2441 

Mff 25785 248 

Estimate Nine 44779 (39128) 
heriora toy's ten hr 53204 <51959 

■ Contracts traded oo AFT. Oodeg pries Shoeo. 
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L7B10 L7H5 L752S L7285 L6900 
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Mate Jra* 
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• 
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. 

1.86 

L63 
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L35 
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. 

67J95 

23L934 
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Uu&CMpav 

AlftdTrastBa* 

AIB Baik 

• HonMriff 

B4CMmteiBi*_ 

BMofBmb 

BaaBfflBoVbon-.. 

BrtgfCjjre 

BatofWnJ 

Bakofl«ta 

BakoTScotiad 

BneSef98Ud 

toriapBank 

Brit Bt«f m 

• BrenSkipQ 

CL Bank Nederland 

DIUH 

dyUtfdaaJsBai— 

CwsUrBad 

CMpntiicBaA 

Coctts&Co 


BASE LENDING RATES 
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._ 10 MILjcshb 

— 10 ftpnsPopilarBk 

.... 10 DaHeogBakPk 

— 10 DaaoLarfe 

13 Etna 


10 Erets tat LM* ._ 
10 FtaBdal&GeLBaRk... 
12 • Robert Rents* & Co.. _ 
12 Robert FraseriPte.™ 

W Chbrt 

10 • Ca rats Hina 

10 Habib BartAGMc*... 

10 • Kashas Ba* 

12 HampstoeTreslPtc — 
12 Heritage &Ga tor Bak. 

10 •NdSapoei 

10 C-HowiCo. 

10 Koa^arg&SBriBl.- 

12 JtHul 

10 tLewkiJa^ik&Sans.- 

10 Ua^Buk 

MepnjBaakUii 


— 10 MdkneHOooglasBik. 10 

10 MUMBa* 10 

11 MmtBaakiog 10 

ID RatWestatefe 10 

- 10 tatters Bask Ltd 10 

_ 10*2 IjkredrlMartMeBaak 10S 


10 Prarincfaf Buk PLC 14 

10 BReaBrettes 10 

1115 ftabagbeBaklH— 11 

10 MMofSeoted.- 10 

10 • Sndtk &WiDm Sea. - 10 

10 StadanfCtartsed 10 

12 TSB 10 

05 lUatgk 12 

10 BUflitedBkofKsw^t-.-. 10 

12 UaityTnK Bask Pic 12 

10 Water* Tibi 10 

12 WkteRjUISar 12 

10 Torture Bask 10 

10 8 Menfaert of Brftkfc Msebat 
10 Basking & Seantia Houses 
10 Aascttka. 


Concerns on liquidity 


TRADING ON the UK money- 
markets was dominated by 
concerns abont the massive 
liquidity shortage created by 
the Bank of England’s recent 
attempts to prop up the pound 
writes Emma Tucker. 


UK d saring bank base lending rata 
10 per cent 

from September 17, 1992 


Estimates of the number of 
pounds bought by the Bank 
ahead of Britain’s suspension 
from the European exchange 
rate mechanism on Wednesday 
ranged between £L0bn and 
£20bn. 

In the early morning, as 
traders worried about how the 
Bank was going to inject such 
big quantities back into the 
system, the overnight rate shot 
up to 150 per cent and one 
month money traded at IS per 
cent. 

Tensions eased, however, 
after the Bank announced a 
temporary facility to the 
banking system, to take effect 
today in a technical operation 
which would complement its 
normal money market 
operations. 

The Bank said the facilities 
were being made available to a 
group of banks, the gilt-edged 
market-makers and the five 
biggest building societies to 
relieve the money market 


shortage expected today. The 
initial duration of the help 
would be seven days and the 
rate of Interest 10 per cent. 

The money market position 
would be reviewed in a week's 
time to assess the need to roll 
over the special facility, the 
Bank said. 

There's possibly going to be 
a larger than usual shortage 
tomorrow. We have always 
reserved the right to deal 
direct with the banks in 
addition to the discount houses 
if it suited us," a spokesman 
for the Bank of England said. 

On the cash markets short 
sterling soared as expectations 
of further cuts in base rates 
took hold of the baskets. Short 
sterling futures, buoyed early 
in the day by the Bank's 
announcement that it was 
cutting the minimum lending 
rate to 10 per cent from 12 per 
cent, closed 263 basis points 
higher. 

The December contract 
closed at 9L28 compared with a 
close of 88.65 on the previous 
day. This suggested that base 
rates would be 9 per cent, or 
just below, by the expiry of the 
contract. 

The fact that the three 
month inter-bank rate closed 
at 10% per cent was more a 
reflection of residual worries 
over the liquidity shortage 
facing the system than 
anything to do with 
expectations base rates moves. 
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Finance House Deposits - - 10^ 10 9% 94 

Trtasun Bills (Btffl ..... - -9I3 9S9J,- 

Bant Blits (Buy) - VlJ 9*i 9< 

Fine Tribe Bills (Buy) . ------ 

Dollar CDs - - 3.03 3 03 3.06 3.20 

SDR UohedOep. Offer. - - 6i 6 6 fa 

5DR Linked Dtp. Bid .. - - 50 5% 5% 5} 

ECU UahedDep. Offer. - - Ilk uL U% 10k 

ECU Linked Dep. Bid... - - Ilk 10% 10% 10 i 

Twp BUM ttel): one mo n th 9|1 per cent; Urct months 9k per eem; six months 9k per case 
Bank Bills (sell): one-month 9k per cent; three months 9b per cent* Treasury Bills; Average 
tender rate of dtecotart 9^665 . ECGD Flud Rate Surfing Export Flsaia. Make op day August 
~ .1992 . Araeed rates for period Sep. 23. 1992 to October 25 . 1992. Scheme 1: 1158 px- 

jmes II & III: 11*6 p.e. Reference rate tor period August 1. 1992 to August 28 . 1992, 

Scheme IV&V: UJ 79 ex. Local Authority and Finance Houses seven Oars' notice, others seven 
days’ fixed. Finance Homes Base Rate 10k from Septemto- 1 1992: Bat* Deposit teles for 
soms at seven days notice 4 otr eon. Certificates of Tax Deposit (Series fa); Deposit £100.000 and 
over 6eM under one mooth 6k per cent: one-U»te months 9 per cent: Uiree-slx inooths 9 per cent; 
six-nine moatfts 8k per cent; nJne-tiaefve mouths Bk percent; Undra £100.000 7 per cent from 
May fa, 1992 , Deposits wt th diwn for cash 5 per eenL 


FT LONDON INTERBANK FIXING 


Financial information Service on Japanese Corporate issuers 

MIKUNFS 
CREDIT RATINGS 

on about 5. TOO bond issues and about 1,300 short-tarn notes 
Coal: US$3,600 per year 
(US$4,000 effective an and after October 1, 1992] 

To M«unf S Co. lid. 

DM4ff» Mart Bioang 0-1. MaM-SMKBhi 1-dvsm* 

(ttVtMHi. Tokyo (05. Japan a Fox 03-S472«S3S 

I ] Please send further information 
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B erkeley futures lim iteD 

IS PARK ROAD. REGENTS PARK. Mto| 

LONDON. NWI 6XN. ENGLAND fa 
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FAX: 071-224 8276 s Xi 
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Market Myths and Duff Forecasts for 1992 

"Itic recession Is over, slockmcilccti etc in a bull trend; the US doilcr will 
continue to recover. Ycu Ctid NOT read that in FuHeiMoney 
- the tcoroclcstic investment letter 
Call Jane Farquharscn far a sample Issue (once only) 

Tel London 7t - ti39d96l (071 In UX) cr Fax. 71 - J39J966 
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Fcr further infcrrriation call: 07i -972 9772. 
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Not owning a Pelikan is a cause for great sorrow, 

So WIN one with the Weekend FT Crossword tomorrow! 

Sbtihan © 


CROSSWORD 

No.7,954 Set by GRIFFIN 



A cross clues contain no definitions bnt the M n n wo c vt have a 
common theme. Down clues are no rmal. 


ACROSS 

1 A boy volunteers to go round 

<6> 

4 American uncle’s taking a 
degree (6) 

8 A certain crossword compiler 
takes the lead<7) 

9 Inside Connemara Castle (7) 

11 Having done it I'm stupid to 
accept thanks (10) 

12 See 26 across 

13 Tamed blue around midnight 
(5) 

14 Study horse bound to win 
nothing (8) 

16 Enthusiast starts touring con- 
tinent (B) 

18 Chinese cookers have back 
door inserted (5) . 

20 Kay said yes, trembling (4) 

21 Makes Jack sick in shaky sur- 


23 Vicar taking port In the USA 

CO 

24 A way with jewellery (7) 

25 Vessel containing cold beer 
< 6 > 

28 and 12 Shelf on liner at sea 
<6.4) 

DOWN 

1 Doctor seen about cold gives 
view (5) 

2 Lodging in gent’s building (7) 

3 Ringing at three names bul- 
lies (9) 


5 On the other hand it’s a win 
(5) 

6 A touching thing to read (3 

7 Stops developing deer as ten.*; 
collapsed (9) 

10 is to risk getting married first ‘ ; 
an unlucky event? (9) j**. 

13 About fifty assemble freely,”' 
being Innocent (9) . 

15 Where you’ll make novel > 
move on board (9) : v ! 

17 Advantage engineers seized -i 
when lifting mosaic blocks CD. '. .* 

19 Collecting dried fruit on - 
string (7) 

21 Swimming in her running , , 

water © «■. 

22 Drink given royal backing (5) . 

Solution to Puzzle No. 7, 953 . ; 
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13 Q 0 O Q D 

Haaono taaGGQEa 
a □ s o q q a 
QQnnaQfanBB dqbb 
aaHQBHBQ 

□hoqq anaHnanoo 
a_n □ b a m e b 
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no 13 S 184 +4 
8154 154 164 +4 
8224 224 224 
8304 384 384 -14 
*ti% 114 114 
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34 244 
446 445 

74 74 
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0400 Demur he 87 64 84 -4 iBOOtWUfto Ji*4 144 M4 
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18000 OraOaaBflGA 340 330 330 -to 4600 Mark Dm SS4 64 64 
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130100 fete Bar 11 884 «4 84 -4 IffO Metan MW *04 134 134 

HB Emcoud 884 64 54 0300 Hhnovm 8164 184 «4 

2900 Eraplra 8114 114 "4 28700 Maal Corp 234 238 230 

67600 Euro Non 8184 184 164 *4 5400 Mahon A 8324 324 324 
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® “i H -4 Si s *\ 
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TOKYO - Host Active Stocks 
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Stocks Cloling Change 
Traoad Prices on day 

Groan Croat 08m 1120 +50 MaJH MUk 

Nippon Minina _ am 810 +5 Mltai*>taN Uai .. 

SknaUffloMB asm 782 +61 MltatiMln 

TOkkahu aim 321 1-41 hmiMgur 

NPNSaal asm 302 + 2 Mnwl Eng 


Stocks Cloning Change 
Itaoad Prtcaa an Pay 
Q3m 1.080 +» 

03m 481 +7 

tt 2m 453 +80 

02m ass -10 

02ra 420 -4 


(Excuse us for asking) 


IS THIS YOUR OWN 
COPY OF THE 
FINANCIAL TIMES ? 


Or do you rely on seeing someone else^s? The FT is read by four times as many 
senior European businessmen and women as any other international newspaper.* Make 
sure you’re one of them by getting your own copy daily. •EBSSmi 

OUR SPECIAL INTRODUCTORY SUBSCRIPTION OFFER IS AVAILABLE NOW! 

For more details please call Gillian Hart in Frankfurt on 49 69 156850. 


FINANCIAL TIMES 

llWf T W1MII1 ftlWtMffl 
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NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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EU*. % e 100a Mgb UnOMM Ckm 


ta% 11% AAR Corp 0 48 4.0 18 413 12dl1% 11% 

» raAlltaAr 0.18 08 78 717 25% 22 22 

48% 82% AMP Inc 152 25 232090 80% 89% 80% 
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ALUMINIUM 


The FT proposes to pub- 
lish this survey on 
October 28 1992. 
From its printing centres 
in Tokyo, New York, 
Frankfurt, Roubaix and 
London. 

It will be read by senior 
businessmen and govern- 
ment officials in 160 
countries worldwide . 

If you warn to teach this 
important audience, 
please call 

Anthony G. Hayes 
Tel: 021-454 0922 
Fax: 021-455 0869 
George House. 
George Road, 
Edgbaston, 

Birmingham B 15 IPG 
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WORLD STOCK MARKETS 


AMERICA 


Data ignored as Dow 
focuses on Europe 


FINANCIAL TIMES Friday September 18 1992 


EUROPE 

Bourses mixed on devaluation effect 


Wall Street 


NYSE volume 


US stocks moved narrowly 
higher yesterday morning but 
activity was subdued as Wall 
Street remained focused on 
events In Europe, unites Karen 
Zogor in New York. 

At 1 pm. the Dow Jones 
Industrial Average was up 6.49 
at 3.325.70, having lost 2J?7 in 
the first half hour of trading. 
Big board turnover was unex- 
ceptional, at less than Him 
shares, with advancing issues 
leading declining by a ratio of 
8 to 7. Other market indices 
also showed gains, with the 
Standard & Poor's 500 1.12 
higher at 421.04 and the Nas- 
daq composite adding 212 to 
588.71. 

There was little market reac- 
tion to domestic economic 
news as attention remained 
riveted on European money 
markets. 

GTE, the biggest US local 
telephone company, led NYSE 
morning trading. The stock 
rose $% to $33 after announc- 
ing that it bad priced a 30m 
common stock offering at $32% 
a share. GTE has about 895m 
shares outstanding. 

International Business 
Machines edged %Yi higher to 
$83 after losing $2% a day ear- 
lier when analysts lowered 
their ratings on the stock and 
reduced earnings forecasts fol- 
lowing news that Amdahl, 


Dally <rrfl Bon) 
350 * — 


Average daily vofcane 
1991 ■ 178,188,000 
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American Depository Shares 
finned $2% to $38 after the UK 
Hank cut its base lending rate 
to 10 per cent from 12 per cent, 
bringing the rate back to its 
Wednesday morning levels. 

Constar International soared 
$7% to $32% after agreeing to 
be acquired by Crown Cork & 
Seal for $32% a share. Crown 
Cork & Seal edged $% lower to 
$36%. 

In Nasdaq trading, Apple 
Computer lost $1 to $46 after 
an analyst at Donaldson Luf- 
kin & Jenrette downgraded his 
rating on the stock foam “neu- 
tral" to "unattractive." 


another big mainframe com- 
puter maker, expected a third 
quarter loss. 

Minnesota Mining & Manu- 
facturing fell $1% to $101% 
after the company warned that 
its 1992 earnings could fall at 
the low end of analysts esti- 
mates, depending on the econ- 
omy- 

united Technologies, the 
aero-engines to motor compo- 
nents group, tumbled $2 Yb to 
$51% on reports that its third 
quarter results would foil short 
of expectations. 

Boeing eased $% to $35% 
after the company reached an 
agreement in principle with 
GPA Group, the aircraft leas- 
ing company, to defer delivery 
of up to 154 aircraft worth $5bn 
for up to three years. 

National Westminster’s 


Canada 


TORONTO watched the US dol- 
lar, and looked ahead to Sun- 
day's Maastricht vote in 
France and the Michigan con- 
sumer confidence survey to be 
released today. 

Traders decided to stay cau- 
tious, and the TSE 300 compos- 
ite index eased another S3 to 
3,446.9 in volume of 16.8m 
shares. Declines led advances 
by 232 to 174, and market 
transactions were valued at 
C$l64.6nL 

Bombardier class B shares 
slid for the second straight day 
as Investors reevaluated earn- 
ings prospects, losing C$% to 
C$12 % in heavy trade of 1.19m 
shares. American Barrick fell 
C$1 to C$3871 as the gold sector 
fell by 2.1 per cent 


HOPES of lower interest rates 
boosted shares in Milan yester- 
day, but the Bundesbank's 
decision to keep its rates high 
hit prices in Paris and Frank- 
furt, unites Our Markets Staff. 

Mr Sushil Wadhwani, the 
Goldman Sachs strategist said 
last night that recent events 
were good news for European 
equities, at a minimum imply- 
ing lower interest rates in 
countries where they bad risen 
to protect the currency, and a 
probable acceleration in the 
timetable to cut German rates. 

FRANKFURT closed an 
uncertain day with a late 
decline, the DAX index ending 
5.89 lower at L578.67. Caution 
reigned ahead of the expiry of 
stock and futures options 
today, and the French Maas- 
tricht referendum on Sunday, 
and turnover fell from 
DM6Sbn to DM5-9bn_ 

Currency considerations 
moved from the D-Mark/dollar 
relationship to that with others 
In the EC, and the threat to 
some major exporters. Volks- 
wagen dropped DM9.20 to 
DM320.80, cutting Its rise on 
the week to just DM4.80, while 
BMW. only DM2.50 lower at 
DM544.50, Stayed DM28.50 
ahead on the week. 

Mr Horst-Kaspar Graven, of 
Merck Finck in Dusseldorf; 
said that VW had such thin 
margins in Europe that a 1 per 
cent swing in the D-Mark/ 
French franc parity could wipe 
out its trading profits there. 


FT-SE Eurotrack 1QO - Sep 17 
Hourly changes 


Open 10.30am 11 am 12 pm 1 pm 2 pm 3 pm dose 
1058.54 1059.29 1060.09 1058.70 1058.45 1055.28 1056.07 1058.13 


Day's High 1082.33 


Day's Low 1053.80 


Sep 10 
1027.59 


whereas BMW was much more 
profitable. VW too, he said, 
was more susceptible to the 
fear that the German con- 
sumer would cut spending, and 
push up the national savings 
ratio in the interests of eco- 
nomic austerity. 

That fear hit retailing, where 
Douglas, Karstadt and Eaufhof 
fell DM10 to DM455, DML50 to 
DM525, and DM11.50 to 
DM418.50 respectively, all 
showing foils on a week over 
which the DAX was still 32 per 
cent higher yesterday. 

Meanwhile, Mannesmann 
lost DM12 to DM231 and Thys- 
sen DM4.50 to DM190, both 
emerging as serious under- 
performers on the week so far 
after Reuter, in Amsterdam, 
reminded markets of the seri- 
ous overcapacity in the Euro- 
pean steel industry. 

PARIS was disappointed In 
the Bundesbank, decision, 
which stifled a morning rally 
and left the CAC-40 index down 
7:04 at 1,852.74, after an intra- 
day high of 1,879.32. Turnover 
remained reasonable at 
FFrSbn. 


Some corporate news enliv- 
ened activity with first half 
earnings from LVMH coming 
in slightly ahead of expecta- 
tions. Its shares closed up 
FFr35 at FFr3,913. Charge urs 
also pleased the market with 
good figures, particularly from 
the textile division, and It 
closed FFr59 ahead at FFr1,199. 

MADRID seemed to be unde- 
cided about the merits of a pes- 
eta devaluation, as the general 
index shed 0.27 to 210.98. Turn- 
over was high at PtalSbn. 

Some analysts said that 
devaluation was likely to add 
seriously to the inflation rate 
and affect the economy 
because of the lark of a strong 
export base. There were also 
fears that the interest rates 
may have to be raised. The 
Spanish component of the 
FT-SE Eurotrack 100 index, 
expressed In D-Marks, fell 32.91 
to 96550 In the post-bourse. 

Active stocks included Popu- 
lar, up Pta70 at Pta9,760 and 
Union Fenosa. down Pta26 or 
4.6 per cent at Pta499 with 
some 3.2m shares traded. 

AMSTERDAM found much 


to talk about after Elsevier 
revealed that it was to merge 
with Reed of the UK. Some 
analysts were cautious about 
the terms and Elsevier’s shares 
shed FI 1L50 or 9.8 per cent to 
FI 105.20. Frans Maas, the 
transport group, reported a 6 
per cent increase in first half 
earnings, and it closed FI £50 
higher at FI 62J50. 

MILAN, which soared on 
Monday when the Ura saw a 
limited devaluation (and 
receded on Tuesday and 
Wednesday), climbed again as 
the Bank of Italy suspended its 
obligations to keep the lira 
inside the set limits of the 
ERM. 

The Comit index rose n « to 
367.15, leaving the market little 
changed on the week so for in 
lira terms. The hard currency 
investor, meanwhile, is looking 
at a fall of nearly 10 per cent in 
the lira denominated equities 
against the D-Mark over the 
s ame p eriod. 

ZURICH, the professionals’ 
investment choice in recent 
days, closed higher in heavy 
volume, dominated by foreign 
demand. Major banks and 
front-line industrials were in 
the limelight as the SMI index 
rose 15.6 to 1,889.6. 

A higher Swiss franc and 
lower interest rates helped 
Union Bank bearers top the 
active list as it rose SFrU to 
SFr770, CS Holding bearers 
putting on SFrSS to SFrl,90S. 
Nestle came second, its bearers 


gaining SFrll to SFr988, and 
Brown Boveri were also active 
as the bearers rose SFr?0 to 
SFr&soo. 

BRUSSELS enjoyed another 
day of advances, led by dollar- 
sensitlve stocks. The Bel-20 
index gained 20.96 to L13L56. 
DeBiaize was one of the stron- 
gest performers, up BFr70 or 
4.2 per cent at BFri.710. 

STOCKHOLM saw advances. 
in some dollar-sensitive blue 
chips and forestry shares 
although the general mood 
remained uncertain. The 
Afforsvarlden Index lost 4.7 to 
735.3 in turnover up to 
SKr505m from SKr430m. 

Banks were upset by high 
interest rates and news on 
Wednesday that Gota AB had 
suspended payments to credi- 
tors. S-E-Banken C shares lost 
SKr£00 to SExll.50 and Han- 
delsbanken B shares dropped 
SKr5 to SKr25. 

OSLO gained on the stronger 
dollar as the composite Index 
advanced 5.7 to 324.18 In turn- 
over of NKr267.4xn. 

Among the day's strongest 
performers were Norsk Hydro, 
up NKr5 to NKrl44 and Saga 
Petroleum free shares up 
NKI&50 at NKr6&50. 

HELSIN KI displayed one of 
the open wounds of the Nordic 
markets this year. The HEX 
index rose 1.6 to 578.7 but this 
masked a 10.5 per cent drop in 
the bank and finance Index on 
continued gloomy prospects for 
the industry. 


ASIA PACIFIC 


Denmark’s fall mars its 
reputation for caution 


Arbitrage and speculative buying lifts Nikkei 


Tokyo 


Hilary Barnes reviews performance in Copenhagen 


T he Danish share market 
has put up one of 
Europe's worst perfor- 
mances this year, with a foil In 
the CSE index to date of 24 per 
cent, as a reputation for finan- 
cial propriety has been dam- 
aged by financial sector 
trauma elsewhere in the Nor 
die bloc, as well as by some 
problems at home. 

At the beginning of the year, 
almost everyone forecast a 
solid rise in Copenhagen share 
prices In 1992. The assump- 
tions behind this forecast were 
that interest rates would foil 
and that recovery in the US 
economy would lift interna- 
tional d emands 
Both these conditions have 
been disappointed, and domes- 
tic factors have made matters 
worse. First, Danish voters 
injected a new element of 
uncertainty into the equation 
when they rejected the Maas- 
tricht treaty in the referendum 
on June 2. This has resulted in 
an increase in the yield gap 
between Danish and German 
bonds from about 80 basis 
points before the referendum 
to around 180 points now. 

The foil in share prices has 
actually been slightly less than 
is warranted by the rise in 
yields In bond markets, said 
one Copenhagen broker yester- 
day. The risk premium for 
investing in shares has there- 
fore narrowed from about one 
per cent at tbe beginning 
of the year to about 0.5 per 
cent today. 

Secondly, the collapse of Haf- 
nla Holding, parent company 
of the Hafnia insurance group, 
which went into payments sus- 
pension in August, has upset 
Investors, especially foreigners. 
Although the problems in the 


Danish financial sector are not 
as severe as they are in the 
other Nordic countries, it is dif- 
ficult for outsiders to see this, 
says a Copenhagen broker. 


Indies and share price refiased : 
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The future of the market will 
also depend on interest rate 
movements. "Prices should not 
fall much more,” says Mr 
Flemming Madsen, chief ana- 
lyst at Danske Bors, the brok- 
ing arm of Danske Bank, "but 
they will remain very sensitive 
to interest rate changes.” 

Mr Madsen and other bro- 
kers point out that on earnings 
performance the bigger Danish 
industrials do not deserve the 
foil in share prices which they 
have seen this year. An aver- 
age increase In earnings of 11 
per cent is expected for this 
group in 1992, followed by a 
further Improvement in 1993, 
meaning that prospective 
price/earnings ratios are now 
lower than at any time for 
three years. 

Stock prices for some of 
these companies. Novo Nor- 
riiak, Danisco, FLS Industries, 
Radiometer, and Sophus Ber- 
endsen among them, can be 


expected to bounce strongly 
once the market in general 
begins to recover, brokers say. 

On the other hand, shipping 
shares, banks and other finan- 
cial institutions are not recom- 
mended by Danish brokers. 

The difficulties in the freight 
market were behind one of the 
more dramatic developments 
in the Danish market over the 
past month, when the East Asi- 
atic Company's share price foil 
from a high of DKr92 to DKr52 
after reporting a first-half loss 
of DKrl8lm. 

The loss arose mainly in the 
group's shipping operations, 
but investors lost confidence 
more especially as a result of 
criticism of the management. 

EAC had recovered to DKr66 
last night Mr Henning Sparso, 
the group's chairman for the 
past 10 years, resigned after a 
board meeting Last Friday, and 
an outsider, Mr Jan Erlund, 
who Is a lawyer, was named to 


FUTURES-LINKED arbitrage 
buying and speculative 
short-term purchases lifted 
share prices yesterday, writes 
Emiko Temzono in Tokyo. 

The Nikkei average gained 
171.32 at 18,116.52. it fell briefly 
to set a day s low of 17,804.60 
In the morning on light profit- 
taking, before arbitrage and 
dealer buying took it to a high 
for the session of 18^04.74 in 
the afternoon. 

Institutional investors, how- 
ever, stayed on the sidelines 
and volume remained low, at 
270m shares against the previ- 
ous day’s 263m. 

Declines still outnumbered 
rises at the close by 554 to 445, 
with 144 issues unchanged, but 
the Topix index of all first sec- 
tion stocks was 3-03 firmer at 
1.355.63. In London the ISE/ 
Nikkei 50 index put on 2L29 to 
L085.79. 

A lack of news prompted 
speculative traders to focus on 
mining and non-ferrous metal 
companies. Reports of a gold 
discovery in the Oita prefec- 
ture, in southern Japan, trig- 
gered heavy buying orders. 


YI.620. Bank of Tokyo added 
Y50 at Yl,350 on overseas 
rumours that it would merge 
with Mitsubishi Bank, down 
Y10 at Y2^20. 

Pharmaceutical and food 
issues advanced on the Aids 
theme. Green Cross, the most 
active stock of tbe day, moved 
up Y50 to Y1.720 and Meiji Milk 
Products Y20 to Yl.080. 

In Osaka, the OSE average 
dipped 17.90 to 19,501.41 in vol- 
ume of 26.5m shares. 

The Hanshin group advanced 
on the recent winning streak of 
Hanshin Tigers, the Osaka- 
based professional baseball 
group, H anshin Department 


Store climbing Y85 to Y725 and 
Hanshin Real Estate appreciat- 
ing Y41 to Y600. 


Roundup 


TURBULENCE in European 
currency markets affected trad- 
ing In the Pacific Rim region 
yesterday, although a number 
of markets showed gains in 

late riPfllrng s. 

HONG KONG rebounded in 
the afternoon and the Hang 
Seng Index ended 4.77 up at 
5,637.90 after touching 5,543^5. 
Turnover rose from HK$L18bn 
to HK$L94bn. HSBC fell HK$1 
to HK$53.50 on worries that 


Midland Bank, of the UK, 
would show lower earnings 
because of sterling’s weakness. 

TAIWAN’S weighted index 
fell 222.83, or 6.1 per cent, to a 
20-month low of 3,441.69 on 
news that a number of inves- 
tors had foiled to make T$L7bn 
in payments to broking houses 
for stock purchases. 

SINGAPORE saw heavy sell- 
ing of blue chips late in the 
day. The Straits Times Indus- 
trial index lost 1587 at 1.35L80 
in volume of 27.8m shares. 
KUALA LUMPUR's composite 
index rose L98 to 587.13 foll- 
owing a cut of 20 basis points 
in base rate to 9 per cent 


BANGKOK was optimistic 
about attempts by pro-democ- 
racy parties to form a new gov- 
eming coalition and the SET 
index added 10.93 at 824.26. 
Turnover was BtlZSbn. 

NEW ZEALAND ended 
higher on large volume. The 
NZSE-40 index gained 14.08 at 
1,483.95. Turnover was 18.2m 
shares, worth NZ$39 An. 

BOMBAY fell as state-owned 
financial institutions sold 
heavily, and bulls then fol- 
lowed suit. The BSE index 
closed 26.78 off at 3^378.18, and 
brokers said Tuesday's rise In 
petrol and petroleum. product 
prices hit the market ~ 
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The Commerzbank report 
on German business and finance 


succeed him after a meeting of Mitsui Mining & Smelting rose 
shareholders has approved the by its daily limit of Y80 to Y453 


appointment in October. 

Banks are not in such deep 
trouble as those In other Nor- 


and Sumitomo Metal Mining 
advanced Y51 to Y782. 

Banks were mixed, some 


Fixed exchange rates are not 
at the heart of Europe’s slow growth 


■ : 


die countries and, so for, none investors regarding the sector 
of the larger banks has had as a potential beneficiary of 


trouble in meeting Denmark's 
exceptionally high 10 per cent 
capital adequacy ratio. 


lower interest rates, while oth- 
ers were concerned about 
mounting problem loans. 


Indeed, shares in the two Industrial Bank of Japan 
big banks are still above par gained Y10 at Y2£90 but Dai- 


value, which contrasts with 
bank shares in the other Nor- 
dic countries, with Den Danske 
Bank's at DKr229 and Unidan- 
mark’s at DKrl32 last night 
They are, however, down 32 
and 44 per cent respectively 
from their 1992 highs and, 
until interest rates fall and 
domestic demand picks up, 
they will continue to face a 
difficult period. 


Ichi Kangyo Bank lost Y30 to 


SOUTH AFRICA 

INDUSTRIALS showed steady 
gains as gold shares fell back 
on the weaker bullion price. 
Tbe gold Index closed up 6 at 
919, after a day’s high of 941. 
The industrial index rose 21 to 
4,108 and the overall index 
was 17 firmer at 3,154. 


FT-ACTU ARIES WORLD INDICES 


Whereas the massive surge in Ger- 
man imports in the wake of unification 
spurred economic growth significantly 
throughout the rest of Europe, and is 
still supporting demand, Germany's 
tight monetary policy is increasingly 
being held responsible for the currently 
sluggish growth in Europe - if not world- 
wide. Its high interest rates are giving rise 
to criticism at home and abroad. 

In a very narrow sense, a tight monet- 
ary course in Germany undoubtedly has 
an impact on Europe as a whole: slow 
growth in Germany reduces its demand 
for imports. Beyond this, though, it is 
argued that, given fixed exchange rates in 
the European Monetary System (EMS), 
Germany’s partners are being forced to 
pursue unduly restrictive monetary poli- 
ties themselves. But is this the foil story? 


“Long-term interest rates 
demonstrate the powerful 
influence of expectations." 
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Flexible rates no solution 
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If exchange rates within Europe were 
as flexible as the DM/doliar rate, seme 
countries could afford to loosen the 
monetary reins given their progress on 
the inflation front Yet lower interest 
rates could prove to be a test for the 
anti-inflation credibility acquired in 
recent years. Perhaps their currencies 
would lose ground against the D-mark, 
triggering inflationary expectations 
which would render the whole operation 
counterproductive. 

Other EMS countries which still have 
fairly high inflation rates would presum- 
ably risk massive depreciation if they 
veered from their current monetary 
course. Hence it is conceivable that, 
without the discipline of the EMS, some 
countries would even be forced to raise 
interest rates merely in order to keep 


exchange rales at current levels. How- 
ever. in some cases controlled devalu- 
ation might reduce tensions that have 
built up. 

Would long-term interest rates in 
Europe be lower if exchange rates were 
not fixed? Under the present regime, 
they range from jusl 

under 14 % in Italy to — 

slightly more than 8 % in EMS ini 
Germany, whose rates are ^ Ytentsof i 

still the lowest, even 55 jA .. 

though consumer price so- - vSl 

trends are now higher 4 S t’ ^ 

than in other EC coun- 40 , \ 

tries. This clearly demon- j 5 . ‘ \ 

strates the powerful in- 3 a = V 

fiuence of expectations, is - 

which are not swayed by 2.0 

bursts of innation, as in is ■ 

Germany, or by short- 1 0 ■ 

lived declines, as we may 15 

be seeing in countries ® 

where weak economic 

activity has pushed in- 
flation below what the market expects 
over the medium term. 

The long-term rates of Germany’s 
European neighbors, which are more 
important than money-market rales in 
terms of demand, would be unlikely to 
come down as long as German rates were 
attractive and exchange-rate movements 
could be expected to draw investors into 
the German bond market. 

All in all, then, the real issue is not the 
exchange-rate mechanism but to what 


extent the markets perceive that inflation 
in Europe is firmly, under control. If the 
EC countries take the Maastricht treaty 
as a blueprint, there is not much room for 
easing in any country. Indeed, a general 
shift in monetary policies away from the 
treaty's anti-inflationary stance would 
represent a more resounding vote 
against Maastricht by European govern- 
ments and central banks than any refer- 
endum could deliver. If, in a similar 
situation, the monetary policy pursued 
by a future European Central Bank 
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deviated significantly from that steered 
by the Bundesbank at present, it would 
in effect be ignoring the core of the 
Maastricht consensus. 

It is to be hoped, though, that ihc 
implications of Maastricht for monetary 
policy will become more widely recog- 
nized. Once inflation is squeezed out of 
the system, we can begin to reap the 
rewards of price stability which could 
set the stage for low long-term interest 
rates and sustained growth in Europe. 
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HERE Is one ' vision . of 
Pakistan's: future: . a modern, 
deregulated, open . economy, 
export-driven and Wrongly ori- 
ented towards the private sec- 
tor, and the g a te w a y to the 
emerging republics of Central 
Asia, . • ;-•• • . .. . : 

This is another, an toward- 
kwktog country with fete true 
Friends, beset by uncertainty 
over the role of the' military in 
politics andof Islam jn society,, 
strangled by bureaucracy and 
poor inFrastruotore, and unable 
to address chronic weaknesses 
in economic management' 
■#The extraordinary thing 
About Pakistan is that people 
can simultaneously entertain 
both views. The businessman 
who solemnly .recounts the 
country's woes will then reveal 
ambitious expansion plans 
with barely apause&r breath. 
The visitor is tossed gaily 
between optimism and pessi- 
mism. 

'. There is no dispute, however, 
about the need for action 
which existed when, "the gov- 
ernment of prime: minister 
Nawaz Sharif was elected in 
October 1990: The political sys- 
tem was in disarray. The econ- 
omy was In dire heed of 
reform. . . 

! Ms Benazir Bhutto, Mr Shar- 
e’s predecessor, had begun to 
reverse the public sector domi- 
nation created by her father's 
nationalisation of big industry 
and banks in 1972. But her 
attempt foundered as President 
Ghulam Ishaq in«n removed 
her from oflka in 1990. after _ 
.only 20 months in office, amid 
allegations of corruption. . 

Mr Sharif a, private sector 
industrialist who had been 
chief minister of Punjab prov- 
ince, hniwp/Hntaiy embarked on 
a headlong drive to open up 
the economy, whlch Tie ccartin- 
ues to pursue with vigour. 

His finance minister, Mr Sar- 
taj Aziz, expiates:' "What we 
tpre doing is to. bring about a 
major structural change to 
contract the. government In 
those areas where itls not very " 
good at -doing things and shift 
it to those areas where it is 
supposed to do things and 
wtdch it can do better.'': . 

Businessmen have seen the 
first results. Thanks' to the. . 
elimination of licensing, they 
no longer have. to;, waste : 


Pakistan aspires to be a robust 
export-oriented country and the 
main land-bridge to the emerging 
republics of Central Asia. But its 
hopes are clouded by its economic 
frailty and political uncertainty. 
Alexander Nicoil reports 

Challenging 

perspective 


mouths or years in trips to 
Islamabad, the capital, to seek 
approval (or the infamous No 
Objection Certificate) from 
powerful bureaucrats for any 
investment decision. 

The government’s pro- 
gramme to extricate itself from 
running industries Is well 
advanced. It has sold SS of 116 
targeted industrial units, and 
.two of the big five banks, and 
has begun to open up ntUfeUw 
to the private sector. 

Most exchange controls have 
been lifted, as well as most bar- 
riers to foreign investment 
"Our total package is now 
more, liberal then almost any- 
where in Ante," says Mr Aziz. 
The government has liberal- 
ised imports, started to cut tar- 
iffs, and deregulated interest 
rates and loans. 

Accompanying these mea- 
sures. are. ambitious pi«n« to 
Improve infrastructure with 
new highways, power plants 
and telecommunications net- 
works and improved railways 
and ports. 

The Anal plank of reform is 
to improve social conditions. 
Though Pakistan has enjoyed a 
healthy economic growth rate, 
levels at poverty and illiteracy 
are typical of those in much 
poorer countries, and the popu- 
lation growth rate is among 
the highest in the world. The 
government has announced a 
programme to improve drink- 
ing water, literacy and health 
care. 


By the expiry of the govern- 
ment's term in 1995, Mr Sharif 
says: “We win have visible 
achievements which will speak 
for themselves. We will not 
have to launch an election 
campaign." 

The overall reform pro- 
gramme is radical and rapid 
even at a time when many 
other countries are making 
similar attempts to slough off 
bureaucracies and bloated, 
loss-making public sectors. “It 
is a very bold step that Mr 
Sharif has taken, doing away 
with all the norms that we 
were used to," says Mr Yusuf 
Shlrazi, chairman of Atlas 
Group, an industrial and finan- 
cial services conglomerate. 

Pakis tan has a dynamic pri- 
vate sector, which ought to 
provide the basis for strong 
export-led growth as privatisa- 
tion and deregulation take 
hold. Foreign investors, how- 
ever, have proved slow to 
respond. Though the Karachi 
Stock Exchange has seen port- 
folio buying, direct investment 
has been limited mainly to for- 
eign multinationals already 
familiar with Pakistan or 
smaller companies linked with 
Pakistanis overseas. 

Several political and eco- 
nomic concerns prompt this 
caution. Pakistan's political 
institutions provide the basis 
for a stable democracy, but its 
record still gives rise to finger- 
ing uncertainty about who 
really rules the country. The 


elected government, itself a 
coalition of several parties, co- 
exists uneasily with the other 
two members of the so-called 
“troika" - the president and 
the army. 

Mr Sharif, mindful that the 
previous government was dis- 
missed by President Ishaq 
Khan, can never be totally sure 
of his authority, even though 
there is little serious opposi- 
tion to economic reform. 

There is little sign of any 


impending presidential inter- 
vention and the army, though 
playing an influential role 
behind the scenes, is thought 
unlikely to take direct political 
steps as it has in the fast 
Apart from precluding cuts 
in defence spending, which 
accounts for over a third of the 
budget, the constraints upon 
the government create doubts 
about how vigorously it can 
attack some chronic weak- 
nesses and stand firm against 


powerful vested interests. 

For example, Pakistan has 
an astonishingly inefficient tax 
structure which leaves signifi- 
cant parts of the economy, 
notably farmers, effectively 
free of direct tax. The budget 
deficit is the most pressing eco- 
nomic problem, and the gov- 
ernment has faned by a wide 
margin to meet targets agreed 
with the International Mone- 
tary Fund for its reduction. 

Mr Aziz haa begun a cam- 



paign to reduce tax rates but 
broaden the net and improve 
collection, but some business- 
men feel this has produced 
inconsistencies without 
addressing the real problems. 
One economist asks: "Is the 
government prepared to 
impose coats on the private 
sector at the same time as giv- 
ing them a lot of benefits?” 

Other concerns are more 
obvious: bureaucrats, though 
their power is being reduced, 
still take what opportunities 
they can to slow things down; 
infrastructure will take years 
to build, though improvements 
have begun with, for example, 
a big riEe in new telephone 
lines; rampant lawlessness in 
the southern province of 
Sindh, though reduced by a 
recent army crackdown, could 
be a worry when the army 
withdraws. 

A Anther cloud over invest- 
ment prospects Is a ruling of 
the Islamic Shariat court out- 
lawing "riba", which essen- 
tially means interest pay- 
ments. Pakistan's banking 
system has already adapted 
domestically, developing alter- 
native accounts and payment 
mechanisms, but there is doubt 
about whether this is sufficient 
to meet the court’s ruling. 
International borrowings, such 
as vital aid flows from donor 
countries, would also be 
thrown into question. 

Though the government's 
appeal against the ruling will 
be heard later in the year, Mr 
Sharif has shown reluctance to 
take a dear stand for fear of 
upsetting political support He 
was elected on an Islamic plat 
form and is linked on street- 
side hoardings with General 
Zia ul-Haq, who led Pakistan 
on an Islamic path during 11 
years of rule until his death in 
an air crash in 1988. 

The issue is the key test of 
the extent to which Pakistan 
wishes to follow a fundamen- 
talist Islamic road. It appears 
uncertain: there are few signs 
of widespread popular support 
but most politicians are unwill- 
ing to offend the mullahs. 

Behind uncertainties over 
the role of the military and of 
Mam lies a more fundamental 
issue: what should be the 
thrust of foreign policy? One 
□ Continued on Page 3 
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Finance minister Aziz faces cruel choices, says Alexander Nicoll 

Time for drastic surgery 


MR SARTAJ AZIZ, Pakistan's 
finance minister, finds himself 
In a dilemma. Tbe most serious 
problem he faces is the budget 
deficit, which ballooned last 
year to aa per cent of gross 
domestic product 

He is committed to reducing 
it, but is fearful of choking ofT 
the rapid economic growth 
which is necessary for the suc- 
cess of the government’s radi- 
cal reform programme. Conse- 
quently, he is uncertain 
whether to seek a new agree- 
ment with the International 
Monetary Fund to replace a 
Structural Adjustment Facility 
which expires this year. 

A sharp drop in the deficit to 
below 5 per cent would risk a 
vicious circle of lower eco- 
nomic growth, lower tax reve- 
nues and worsening budgetary 
problems, Mr Aziz feels. 
Rather, he wants a benign cir- 
cle of more investment, faster 
growth and higher tax reve- 
nues. 

Though the government had 
forecast a fall to 5 per cent of 
GDP in the financial year 
which ended In June 1992, Mr 


Aziz says It has so far fallen to 
slightly below 7 per cent and 
that the immediate target is 
between € and 6.5 per cent For 
the most recent shortfall, he 
blames low cotton prices, 
higher than expected oil prices, 
the world recession and the 
government’s own economy- 
opening reforms, including 
cuts in tariffs and rises in 
Interest rates paid by the gov- 
ernment on domestic debt to 
banks. 

The budget deficit is, how- 
ever, a chronic problem attrib- 


Government spending 
is hard to control as 
35% goes on defence 


u table to grossly inefficient tax 
authorities, a bloated public 
sector and a lack of political 
will among governments to tax 
the private sector where it 
hurts. 

Most of the agricultural sec- 
tor. as well as large parts of 
industry, pay virtually no 
direct tax. Customs duties 


make up a hefty 43 per emit of 
federal tax revenues, excise 
duties 22 per cent, sales tax 17 
per cent income only 
18 per cent. The entire tax sys- 
tem is plagued by evasion and 
corruption. 

The deficit has been financed 
by external borrowing, putting 
a strain on Pakistan's external 
payments position, and by 
monetary creation. Inflation 
more than doubled to 12.7 per 
cent in the year to end June 
1991, though it has moderated 
since. 

This has been accompanied 
by a chronically low domestic 
savings rate, which has con- 
tributed to weak investment in 
infrastructure. 

The recent worsening in the 
budget deficit was partly 
beyond the present govern- 
ment’s control, resulting from 


lax spending controls before it 
took office, higher oil prices 
during the Golf crisis, and 
delays in implementing new 
taxes. 

A significant part of govern- 
ment spending is difficult for a 
finance minister to address; 35 
per cent of current expenditure 
goes on defence and 27 per emit 
on debt service. As a result, 
what cuts there have been in 
recent years have tended to be 
In development spending - 
reductions which Pakistan can 
ill afford. However, there is 
scope to reduce spending on 
subsidies, on administration, 
and on financing the public 
sector as It shrinks through 
privatisation. 

The most obvious answer to 
the deficit problem is to gener- 
ate more revenue. Mr Aziz's 
goal is to do this by widening 


the tax base, increasing the 
efficiency of collection, and 
lowering tax rates to reduce 
the incentives for evasion. 

Mr Aziz says direct income 
taxes on fanners would not 
bring in very much revenue, 
and that they are subject to 
indirect taxation. Meanwhile, 
he has resorted to some 
unusual taxes in order to bring 
companies into the tax net. 
Companies which were paying 
no tax are now being charged a 
Vx per cent turnover tax. AH 
companies most now pay a tax 
based on their electricity bills. 
“It is presumed that your 
income is proportionate to the 
electricity yon consume,” says 
Mr Aziz. 

Bank loans, though liberal- 
ised, are also subject to a new 
tax and this year’s budget 
included new duties on exports 


- measures hardly designed to 
encourage new Investment in 
export capacity. 

Mr Aziz believes tax evasion 
will become less prevalent as 
the economy becomes more 
open. High tariff rates and 
import and foreign exchange 
restrictions have fostered 
heavy smuggling and a mas- 
sive underground economy. 

It is not yet dear whether Mr 
Aziz's efforts so far will 
address the structural budget 
problem. While battling the 
deficit, Mr Aziz can never for- 
get the country’s external pay- 
ments position which, while it 
does not threaten to become 
critical, Is certainly not secure. 

Pakistan, which has a for- 
eign debt of S22bn. depends on 
aid flows to finance its balance 
of payments deficit Aid flows 
depend heavily on assessments 


of the progress of reform by 
the IMF and other institutions. 

The balance of payments 
worsened to a deficit of about 
$2L8bn in the year ended June. 
1992, due to weak commodity 
prices and import liberalisa- 
tion. 

However, cotton-based 
exports have been showing 
good growth, and the reform 
programme has begun _ to 
attract foreign exchange into 
Pakistan from abroad. In com- 
ing years, development of new 
export capacity will require 


All companies must now 
pay a tax baaed on their 
electricity bills 


substantial imports of capital 
goods. Remittances from Pakis- 
tanis abroad provide a cushion. 
But foreign exchange reserves 
of tlbn. though stable, are not 
a very sound bulwark against 
any unexpected crisis of confi- 
dence. 

Mr Aziz can take comfort 
from the relative stability of 


the Pakistani economy, which 
has shown healthy growth 
rates for many years and is 
likely to continue to do. so, 
with GDP growing around L 
per cent annually, provided 
there is the necessary Invest- 
ment in new capacity, technol- 
ogy and infrastructure. 

This Is despite weak demand 
from export markets and 
moves to tighten credit, aimed 
to lower inflation, which have 
hurt industry. Inflation, after 
its jump last year, has fallen 
somewhat and shows no sign 
of running out of control. Agri- 
culture has produced good 
growth in output and value 
added. 

The economy Is diversified, 
with an already large and 
dynamic private sector indus- 
trial base now growing rapidly, 
as a result of privatisation. But 
the industrialists will need a 
consistent, effective tax struc- 
ture and better infrastructure^ 
- including a better-educated 
workforce - if they are to 
drive Pakistan towards its goal 
of a modernised, open, export- 
driven economy. 


Bureaucrats receive strong medicine of economic reform 

A shock to the system 



Sartaj Aziz, minister of finance: priv a ti sa tion Is Ihe key 


RAPID privatisation and 
deregulation are the central 
elements of Pakistan's eco- 
nomic reform programme. 

Pakistan may have an 
advantage over countries 
undertaking similar rhang ps in 
that the public sector mental- 
ity has been in the ascendant 
for only 20 years, sinoa Zulfi- 
kar All Bhutto nationalised big 
industry and banks in 1972. A 
dynamic private sector pro- 
vides a good base for reform. 

Upon independence and par- 
tition In 1947. Pakistan 
embarked on an industrial pol- 
icy under which the private 
sector was to take the lead in 
building a manufac turin g base. 
The next two decades saw 
rapid growth in industry, so 
that it still accounts for a 
higher proportion of the econ- 
omy than might be expected In 
a country of its income leveL A 
robust private sector devel- 
oped. 

Mr Sartaj Aziz, finance min- 
ister, says Mr Bhutto's subse- 
quent shift in direction 
resulted in "bureaucratic 
socialism", with overstaffing, 
politically controlled prices, 
and absence of the dynamism 
which comes from private sec- 
tor risk-taking. 

The classic result was loss- 
making public sector enter- 
prises, over-regulation, low 
investment and run-down 
infrastructure, a low savings 
rate, a growth rate financed by 


excessive borrowing, and a 
chronic budget deficit. The 
economy was heavily protected 
by high tariff's and import 
restrictions. 

The present thrust is to re-fo- 
cus the government into pro- 
viding the basis for growth, 
through investment in physical 
and social infrastructure, while 
rapidly shrinking its role in 
production and services. At the 


same time, it is attempting to 
remove many bureaucratic 
shackles on the private sector, 
to promote exports and foreign 
investment and remove barri- 
ers to the outside world. 

The bureaucrats, accustomed 
to decisions being subjected to 
interminable committees and 
reports, can scarcely have 
known what hit them as the 
privatisation programme got 
under way last year. 

Mr Saeed Qadir, a former 


general and minister under 
Gen Zla ul-Haq, was appointed 
to head a Privatisation Com- 
mission within weeks of Mr 
Sharifs election as prime min- 
ister. The new body, with only 
a handful of senior civil ser- 
vants, began the process with 
the help of a report commis- 
sioned from a merchant bank 
by the previous government. A 
deal was struck with labour 


unions, providing “golden 
handshakes” for redundant 
employees of privatised compa- 
nies after a year’s guaranteed 
employment 

Soon, public sector units 
scheduled for privatisation 
were touting themselves in 
marquees set up outside the 
commission's office In Islama- 
bad. It is responsible for selling 
the 115 units which were run 
by the ministries of industry 
mid production, though not for 


utilities which are also being 
opened np to private owner- 
ship. 

So far, 55 units have been 
sold by public auction for 
RslObn, with an additional 
Rs4bn of liabilities transferred. 
Of the 40 sold units whose 
transfers have actually been 
completed, a minority were 
profit-making. Companies 
being sold cover a broad spec- 
trum, from tractors and tex- 
tiles to cement and ghee, vege- 
table oil used In cooking. Some 
companies have been sold to 
their employees. 

The government rejects alle- 
gations of corruption in the 
sales. "There is no concentra- 
tion of wealth, no cartelisation, 
and no preference being given 
to any party,” says Mr Qadir. 
In response to such sugges- 
tions about the early sales, the 
commission has opened bid- 
ding sessions to tbe press. 

Two banks, Muslim Commer- 
cial Bank and Allied Bank, 
have been privatised, and 
United Bank and Habib 
are to follow. In addition, new 
private banks have been per- 
mitted and nine have opened. 
Private housing finance compa- 


nies have been allowed. Inter- 
est rates have been partially 
deregulated with the Introduc- 
tion of government debt auc- 
tions, replacing the require- 
ments for banks to lend to the 
government at a fixed 6 per 
cent rate. 

Public sector monopolies are 
being dismantled in energy, 
telecommunications, airlines, 
shipping, road construction 
and ports. 

Of deregulation measures, 
the most si gnifican t is the 
removal of the need for the pri- 
vate sector to seek government 
approval for new investments. 
This has greatly reduced tbe 
drawbacks to Industrial invest- 
ment Industry has also been 
boosted by cuts In customs 
duties on imported plant and 
machinery, tax holidays for 
new manufacturing units, and 
lifting of other restrictions on 
growth. 

Among measures to promote 
exports, a public sector monop- 
oly over cotton and rice 
exports has been abolished and 
textile export quotas have been 
opened up for sale The govern- 
ment has reduced the maxi- 
mum import duty (excepting 


some luxury goods) from 125 
per cent to 90 per cent (though 
surcharges remain), eliminated 
licensing requirements for per- 
mitted imports, reduced the 
list of banned imports, and lib- 
eralised procedures for import- 
ing machinery. 

This has been accompanied 
by the removal of most foreign 
exchange controls, though the 
rupee is not yet convertible. 
Pakistanis may now open for- 


eign currency accounts in 
Pakistan and trade dollar-de- 
nominated bearer certificates. 
The regulatory incentive for 
residents to spirit money out of 
the country, and to keep it out, 
has been virtually eliminated. 

Restrictions on foreign inves- 
tors have also been removed. 
In most sectors, they are able 
to operate on a par with rest 
dents. They may own 100 per 
cent of equity and, in most 


The present thrust Is for file government rapidly 
to reduce Its role In production and services 
while laying the basis for growth by investment 
In social and physical infrastructure 


cases, remit dividends and sale 
proceeds. (Foreign investment 
is discussed on the facing page). 

Some of these reforms are 
taking , time to work through 
the system. For example, 
imports which are supposedly 
liberalised still encounter 
bureaucratic obstacles. 

The immediate scope for 
deep cuts In import duties is 
severely limited by the govern- 
ment’s budgetary problems,. .. . 
with customs and excise duties 
accounting for the bulk of fejk 
eral tax revenue. The govern j 
ment's unwillingness to 
address tariff reform more \ 
wholeheartedly has disap- 
pointed donor officials. 

But the very speed of reform 
in other fields has aroused 
some concern. Mr Shahid 
Javed Burki, a Pakistani who 
heads the World Bank’s China 
desk, warned in a recent lec- 
ture that "privatisation with- 
out attention to the creation of 
a regulatory framework within 
which the private sector must 
be obliged to work could create , 
a very unhappy situation". 
Without such laws and Institute, tui- 
tions to ensure that they arc 1 
observed, Mr Burki said, "it is 
inviting the kind of response 
from the people that produced 
the impulse to put the public 
sector on the commanding 
heights of tbe economy in the 
first place”. 

Alexander Nicoll 
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Pakistan is an emerging economy. 

GDP growth is running at 6%. 

And, (hanks to deregulation and foreign 
investment, stock price growth was 160% in 1991. 

Opportunities now abound for farsighted 
international investors, particularly in the Pakistan 
government’s privatisation programme. 
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efficient personalised service and 
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60 countries. 
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HSBC Group, The British Bank of 
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information and assistance for opening 
an account with HongkongBank in 
Karachi or Lahore. 
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J PAKISTAN, treated to form a 
•" home for the Moskms of Brit 

- ish Indfohasspent the follow- 
.* ing 45 years focused on pres- 

■■& ervfug the-mtegrity 1 of its 
’ bontere.Preoccupatioa with 

* India to -the east and Afghaa- 
■' istan to the Jiarth-west. has 
. been the . driving force behind 
" forelgttjMllcy. T - . 

' It has contributed to the 
■ j sway held by the military in 
•' Paktetani politics, Bnt-it has 
■■ ■ also led. Pakistan -to bolster its. 

- security; by seeling frtemfy fm- 
v ther afield. 

; However.the collapse of the 
" Soviet Union has opened up 
uncertainties, for Pakistan as 
for many other countries. ■ ■ 

.» - The ati n g|»l p in Af ghanistan! 

*'■ helped Islamab ad to forge close 

* cooperation with the US to 

• counter the Soviet presence. 
'■ Washington Is now wwwh loa; 

1 interested' in Afghanistan. It 

- had also perceived Ms Benazir 
Bhutto, who cultivated close 

v ties with the US, as a friend. 

Since her dismissal as. prime 
*' mini s te r in 1990,' the US has 
been suspicious of -Pakistan's 
tendencies towards Islamisa- 

- tfou and has cut off haw mili- 
tary and economic aid because 

■ of Pakistan's- nuclear pro-- 
V gramme.Even more ominously 

- for Islamabad, - the US has 
recently been improving its. 

r. rejafloais withTudia, Pakistan's ' 

- arch enemy. 

*' The reduced polarisation of. 

• ■ world politics has also reduced 


Foreign policy is in flux, says Alexander Nicoll 

A changing world 


the importance erf bodies such 
as the Non-Aligned Movement, 
in which Pakistan has played a 
prominent role. But. it has 
made no difference to Its long 
friendship with China, with 
which it shares a mountainous 
border. As a sign of the con- 
tinuing closeness, Pakistan’s 
state airline ia considering 
opening a new direct route to 
Shenzhen,, the southern Chi- 
nese special economic zone. 

As a nation originally 

Atflnofl by Mam, Pakistan has 

developed quite close political 
and economic r elati onships in 
the Middle East — it bag a 
western border with Iran. 

However, it has had to pur- 
sue a careful line in Middle 
East conflicts and also has to 
be conscious of tensions with 
its own Shiite minority. During 
the Gulf crisis, the interim gov- 
ernment between those of Ms 
Bh ut t o and Mr Nawaz Sharif 
condemned Iraq's invasion of 
Kuwait and swiftly sent troops 
to Saudi Arabia. 

As it embarks on a drive to 
modernise and open its econ- 
omy. P akis tanis seeking a new 
identity and new friends. 

Mr Sharif, the primp minis- 


ter, has seized upon the Soviet 
break-up as providing Pakistan 
with the opportunity for a new 
foreign policy thrust. He Is 
aggressively seeking to boost 
trade and political relations 
with the new central Asian 
republics, with which it shares 
proximity though no borders. 

The new vision is of Pakistan 
providing the transport links 
and entrepots for the develop- 
ing nations of central Asia, 
which have plenty of raw 
materials but poorly-developed 
industry and infrastructure. 
Mr Sharif has already visited 
several of the five republics, 
and also played host; the 
Uzbek president was his guest 
at Pakistan's Independence 
Day celebrations last mouth. 

It is an ambitious move, 
which might bring benefits to 
Pakistan. However, the new 
republics have plenty of com- 
peting suitors. A recent visitor 
to Uzbekistan found it foil of 
Turkish businessmen. Some 
observers feel that the repub- 
lics will prefer to throw in 
their lot with more European, 
secular states rather than one 
which is tending towards 
Islamisation. 


Meanwhile, China is also 
busy developing economic rela- 
tions with the emerging repub- 
lics, opening up its Xinjiang 
region along the lines of its 
southern coastal areas. And 
the republics still have impor- 
tant practical ties with 
Moscow. Moreover, Pakistan's 
success in forging central 
Asian links -will largely depend 
on peace in Afghanistan, 
through which new roads 
north must pass. 

Pakistan viewed with dismay 
the violence in Kabul during 
August, in which at least 2.000 
people died. Many in the gov- 
ernment blamed the violence 
on the mujahedin leader Gul- 
buddin Hekmatyar, whom 
Pakistan had principally 
hacked in the 13-year civil war. 

Some in Pakistan, however, 
sympathised with Mr Hekmat- 
yar's wish to expel from the 
Afghan ca pital the Uzbek mill. 

tia force, led by Gen Rashid 
Dostum, which has been sup- 
porting the government of 
President Burhanuddin Rab- 
hani- They felt that the govern- 
ment had not stood by its com- 
mitments to Mr Hekmatyar. 

Pakistan had helped to bro- 



Always on guard: an Independence Day show of force by PaHstani-niade T69 tanks In Islamabad 


ker the April Peshawar accord 
between rival guerrilla groups 
and since violence erupted has 
been seeking to patch a new 
agreement between them. 

Though the Soviet threat has 
gone, Pakistan has several 
interests In a peaceful resolu- 
tion in Afghanistan. It has 
been playing host to the guer- 
rilla groups as well as to mil- 
lions of Afghan refugees. It 
wants to stop rampant smug- 
gling, including arms and 


drugs, over the border. It 
wants to establish the still 
unresolved line of the border. 
It wants above all to avoid a 
break-up of Afghanistan which 
could foment ethnic instability 
within Pakistan. And it wants 
a growth of trade. 

Pakistan’s most obsessive 
foreign policy problem, how- 
ever, remains India, with 
whom it is in a permanent 
state of near-war, with the risk 
of nuclear arms being deployed 


if hostilities broke out. 

As recently as 1990, move- 
ment of troops on both sides 
prompted the US to send an 
emissary urging restraint Mr 
Shahid Javed Burki, a Paki- 
stani who heads the World 
Bank’s China desk, commented 
in a recent book 4 : “India and 
Pakistan continued to coexist 
in an unstable environment in 
South Asia, with their leaders 
not beyond risking war for 
short-term political gains.” 


The biggest cause of dispute 
ia Kashmir, the predominantly 
Moslem area claimed by both 
countries but mostly controlled 
by India, which has 400,000 
troops deployed there to keep 
insurrection under control. It 
says Kashmir is a domestic 
Indian problem. Indian and 
Pakistani troops daily watch 
each other nervously across 
the "line of control” which 
runs through Kashmir and 
there is frequent shooting. 

The most positive sign for 
some time came in August, 
when senior officials met in 
New Delhi and agreed that 
India and Pakistan should hold 
further talks on Kashmir - 
though there was no sign of 
either softening its entrenched 
position. 

Kashmiris appear unenthusl- 
astic about being part of either 
India or Pakistan, and want a 
UN-sponsored plebiscite. Ear- 
lier this year, Kashmiri mili- 
tants attempted to march 
across the line of control from 
the Pakistani side, but were 
turned back by Pakistani 
troops. 

Mr Amanullah Khan, leader 
of the Jammu Kashmir Libera- 
tion Front, comments bitterly: 
“The only thing India and 
Pakistan agree on is opposition 
to the independence of the 
state of Kashmir." 

* Pakistan: The Continuing 
Search for Nationhood. West- 
view Press, Boulder, Colorado. 
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Openings in Asia 


PAKISTAN now offers a more 
liberal package for foreign 
investment than any - other 
country in Aria , according to 
finance minister 'Mr. 1 SartaJ 
Aziz. 

With tax holidays and no 
restrictions an foreign- owner- 
ship ar foreign currency repa- 
triation, the gauntlet has been 
thrown down to. overseas cor- 
porations to ignore the exotic' 
aflure of the SonthEast Asian 
expert processing zones and 
come to Pakistan; so far they' 
have shown fittfe interest . 

-. The country offers a buoyant- 
economy, cheap labour force : 
and a government commitment 


to privatisation, deregulation 
and development. But there 
are still numerous obstacles to 
be overcome before it can beat 
the aggressive competition for 
limited capital Bows. 

One i m peril mAnf appears to 
be its desire to copy the blue- 
print for foreign investment set 
down by Thailand and Hhinfl, 
instead of concentrating oh its 
own individual strengths and 
admitting its not insubstantial 
weaknesses. 

A local economist claims' 
there are four major keys to 
bringing in foreign capital: the 
-government's big initiative on 
pri va tis ation and deregulation 


Simon Davies looks at prospects for winning foreign investment 

Soft-sell becomes harder 


has to be seen to work; the 
government must develop a 
coherent strategy on how to 
facilitate inward investment; it 
has to be able to delineate and 
sell its strengths; and there bag 
to be a nationwide commit- 
ment towards wanting foreign 
interest 

“The Pakistanis aren't very 
good at selling themselves”, he 


argued. These are not insuper- 
able problems, bat they are not 
helped by the unrewarding 
complexity of doing business 
in Pakistan. 

Japanese posted there com- 
plain or working in an alcohol- 
free and entertainment-free 
environment While almost all 
overseas investors encounter 
an alien business culture, 
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O Continued from Page 1 - 
reason for the infinwirg of the 
military is that "Pakistan 
remains in a state of constant 
alert on Its eastern border with 
India, and faces continuing tur- 
moil - in which it 4s- seeking 
to act as_ intermediary - in 


Afghanistan along its long 
north-wes te rn border. 

Though Islamabad has at 
times had dose relations with 
Washington, they are currently 
cook with the US Congress bar- 
ring new direct aid because of 
Pakistan’s nuclear programme. 


Mr Sharif has begun a drive to 
open political and trade links 
with the new states of central 
Asia, but this will depend on 
an enduring peace In Af ghan , 
istan. through which trade 
routes must pass. 

In the longer term, tensions 
with India are perhaps the 
greatest impediment to prog- 
ress. 

Solution of the Kashmir 


problem would allow Pakistan 
and India to channel large- 
scale resources away from 
defence, to target new export 
markets, and to move ahead 
unfettered by the problem 
which has dogged them both 
since birth. That is a massive 
challenge for Mr Sharif, his 
Indian counterpart P.V. Nara- 
■ripiha Rao, anrf their succes- 
sors. 


where the threat of isiamisa- 
tion may have little real 
impact, it certainly serves as 
another psychological barrier. 

But prime minister Nawaz 
Sharif s attack on so-called 
“red-tapeism”, combined with 
the most aggressive privatisa- 
tion programme to hit Asfe, is 
undoubtedly the right way for- 
ward and it is already having 
some positive repercussions. 

Mr Naseem Mirra, chairman 
of ICI Pakistan, says that 
under the previous regime he 
spent much of his time com- 
muting to the capital Islama- 
bad, because committee 
approval was required for 
everything. This has already 
changed. 

ICI is making the most of the 
current deregulative environ- 
ment. It is to spend Rslbn on 
the expansion of its soda ash 


plant, which supplies material 
to the gingg industry, and on 
its own power station, to pro- 
tect itself from local electricity 
shortages. 

Fak Suzuki, a joint venture 
between Suzuki and the gov- 
ernment, controls more than 70 
per cent of the local market 
and has recently expanded 
capacity, despite complaints 
over the government control of 
pricing. Suzuki is interested in 
buying out the government's 
stake and Toyota is setting up 
an assembly plant. 

Foreign companies are also 
involved in developing the 
country's backward infrastruc- 
ture. But these are all small 
gestures and go little way 
towards absorbing the 13 per 
cent of Pakistan’s workforce 
that is officially unemployed, 
and providing a much-needed 


source of foreign Income, to 
offset reliance on foreign loans. 

At present, Pakistan has 
only one sizeable industry, tex- 
tiles; but it is an Industry 
where it has major advantages 
which could be further 
exploited through the use of 
foreign capital and technology. 

Pakistan has the world’s 
third largest cotton crop and a 
large and skilled workforce. 
This is mainly employed in 
spinning yarn, but the Govern- 
ment is providing incentives to 
encourage higher value added 
weaving and garment manu- 
facturing, with reductions on 
export duties and indirect tax. 

Foreign business could play 
an important and profitable 
role In this transformation. 
Agri-business is another poten- 
tial target. It has been the 
major engine of economic 
growth, but could benefit from 
further western expertise. 

So far, there has been a 
muted reaction to the new Spe- 
cial Industrial Zones. Seven 
more zones are to built along 
the new Lahore- Islamabad 
motorway; electricity, water. 


workers and efficient roads in 
these zones help to shelter for- 
eign investments from Pakis- 
tan's infrastructural problems 
and instability. 

But export-oriented busi- 
nesses' only concerns are the 
cost of production, efficiency of 
transportation and political 
and economic stability of the 
production base; Pakistan has 
yet to prove Itself a viable 
option under these criteria. 

It has an average wage of 
around $100 a month and 
although in basic manufactur- 
ing Industry, workers are paid 
as little as $70, this is still 
higher than other Asian export 
processing centres such as 
China and Indonesia. 

Industrialists argue that 
Pakistan’s attraction must be 
for higher value added produc- 
tion, aimed primarily at the 
local rather than export mar- 
ket place. The country’s official 
GDP per head is only $415, but 
the true figure could be double 
that, once the cash generated 
by drugs, arms and unregis- 
tered cottage industries has 
been factored in. 


PRIVATE SECTOR POWER GENERATION 

Pakistan launches the largest 
private power project in the world 

1292 MW HAS PROJECT 

is being inaugurated on September 12, 1992 

by Prime Minister of Pakistan Mr. Mohammad Nawaz Sharif. 

For details please write to: 

Director General, 

Private Power Cell, Ministry of Water and Power, Plaza 30 West Blue Area, 

Islamabad. Pakistan. Ph: (051) 818738 - 813289 Telex: 5851 POWER PK. Fax : (051 )823210 


OPPORTUNITIES TO THE PRIVATE SECTOR 
IN THE POWER GENERATION PROJECT 

INCENTIVES: 

• Guaranteed purchase of electricity 
by the Government 

• Loans upto 50% of Foreign 
Currency cost or 30% of total 
project cost from NDFC under 
World Bank patronage. Easy 
repayment of loan in 15-23 years. 

« No customs duty, sales tax, 
import charges or corporate taxes. 

• Complete repatriation of Foreign 
Exchange. 

• No Foreign Exchange controls 
for all expatriate employees. 

High rate of return on Equity. 






Pakistan has chronically failed to grow enough wheat for all Its people, writes Farhan Bokhari 

Ever more mouths to feed 


AGRICULTURE remains the 
backbone of Pakistan’s econ- 
omy. But attempts to make the 
country self-sufficient In food 
grains continue to fell behind 
national needs, creating new 
requirements for wheat 
imports. 

This year alone Pakistan will 
import 2m tonnes of wheat, 
adding to the burden on bud- 
getary resources. 

Agriculture employs 51 per 
cent of the workforce, only 9 
per cent down from 60 per cent 
in 1964. Agriculture-related 
products earn up to 70 per cent 
of export revenues. 

In spite of difficulties in rais- 
ing food grain production, agri- 
cultural output last year grew 
by 6.4 per cent and made a 26 
per cent contribution to GDP. 
Growth was up from 3 per cent 
during the 1989-90 fiscal year 
and 5.1 per cent in 1990-91- 

Cotton, wheat and rice 
account for almost 70 per cent 
of overall crop output value. 


The remainder is sugar-cane, 
fruits, vegetables and other 
products. 

Cotton output grew by 35 per 
cent last year largely due to 
incentives for farmers, while 
wheat and rice production 
were virtually unchanged. 

Last month, the government 
announced new incentives for 
cotton growers by removing 
export duty. 

The government also pla n s 
to increase productivity in 
crops such as rice and wheat, 
by raising government-con- 
trolled grain prices for formers 
as well as making arrange- 
ments to provide better quality 
seeds and efficient technology. 

Mr Mqjeed Malik, agriculture 


minister, says: “The price of 
wheat as compared to the 
Inputs is such that it is becom- 
ing less and less a profitable 
crop and therefore people are 
shifting to other areas.” 


Cotton output rose 35% 
last year but wheat and 
rice production was 
almost unchanged 


Mr Malik says the govern- 
ment plans to set up a new 
framework which would allow 
technology to be taken to the 
doorsteps of the former, as one 
way to encourage the use of 
better techniques for improv- 


ing output-Agricultnral experts 
have argued that an Important 
obstacle to making formers use 
better techniques is that many 
of them are located hi Inacces- 
sible areas. 

Mr Malik disagrees with crit- 
ics who argue that low literacy 
rates would make It impossible 
to introduce high-tech meth- 
ods. 

"Although the rate of liter- 
acy is low, even the most une- 
ducated fanner is very keen to 
absorb technology. He doesn’t 
have to read a book, he has to 
be told on radio by experts,” he 
says. 

The government of prime 
minister Nawaz Sharif Haims 
to have broken fresh ground in 


resolving important long term 
problems. last year, the coun- 
try's four provinces and the 
federal government resolved a 
70 year long dispute over the 
distribution of water from the 
Indus river, one of Pakistan's 
main sources of water supply 
for agriculture. 

Eventually, the provinces 
expect to save between 10 to 13 
MAP (million acre feet) of 
water, which was earlier flow- 
ing out to the sea in the 
absence of a sharing formula. 
In December last year, the gov- 
ernment glg o annnunftpd a new 
package of incentives to 
Improve crop yields. 

However, improving the per- 
formance of agriculture 


remains difficult. A con tinuing 
problem is a high population 
growth rate of almost 3J. per 
cent. 

In addition, the country is 
still faced with the difficult 


The fanners may be 
working their land and 
water resources close 
to the limit 


issue of taxation for farm- 
lands. Agricultural incomes 
are exempt from direct taxa- 
tion, partly due to resistance 
from a strong lobby of politi- 
cally Influential landl ords. The 
resistance has received addi- 


tional momentum from the 
argument that taxation would 
be unfair unless the prices for 
crops are set according to 
international market rates 
rather than remaining under 
government control. Mr Malik 
says the formers have a point 
because of low profitability in 
the sector. 

But he also leaves the door 
open for generating more 
resources, and says that by the 
end of this decade new reve- 
nues may have to be generated 
from agriculture which may 
"not necessarily be income tax 
In tiie same sense”. 

Privately, some senior offi- 
cials concede that this Is 
among the most diffic ult issues 


for agricultural policy makers. 
While the land-owners' lobby is 
i nfluential- the government Is 
also under increased pressure 
from local industrialists and 
businessmen who have 
demanded taxation for apicul- 
ture to give the same treat- 
ment to this sector as other 
areas of the economy. Eventu- 
ally, a decision on this may 
^p tprminft the profitability in 
the agricultural sector. 

Finally, problems related to 
the pattern of agriculture have 
ai«an co nstrained growth poten- 
tial. 

According to estimates, by 
Western development experts, 
Pakistan’s agriculture sector 
has been operating close to its 
limits as for as quality of land 
and water resources are con- 
cerned. 

But the alternative of inten- 
sive forming to increase agri- 
cultural output requires 
resources which are not 
readily available. 


Textile makers recognise their flaws, and how to mend them 


Good designers and 
technicians needed 


MANY Pakistani businessmen 
believe their country is set to 
play a greater role in the world 
textile market. But they are 
also concerned about dull pros- 
pects, at a time of worldwide 
recession and tbe need for 
Pakistani exports to become 
more competitive. 

Pakistan's cotton production 
rose by 35 per cent last year, 
(from 9.6m bales to nearly 13m) 
largely doe to fresh incentives 
for farmers. 

There has also been a signifi- 
cant rise in the spinning capac- 
ity. Pakis tan had 3.8m spindles 
five years ago. It now has 65m 
and could have 7m next year. 

Cotton related products are 
of increased significance for 
the economy, accounting for 
almost 58 per cent of exports. 
The higher cotton output has 
convinced many businessmen 
that there is a big potential to 
produce more higher value 
items, including clothing. How- 
ever, there is still concern at 
falling profitability due to 
weak demand for yarn exports. 

Many leading textile produc- 


ers have become increasingly 
aware not only of the need to 
move into higher value goods, 
but of the problems associated 
with ft. 

Pakistan's leading represen- 
tative body of textile manufac- 
turers, the APTMA (All Pakis- 
tan Textile Mills Association), 
has recently demanded fresh 


measures to increase profitabil- 
ity, including the removal of a 
local excise duty. Its members 
have also decided to cut back 
production by 14 per cent to 
cut lower surplus stocks. 

Mr Tariq Saig nl, chairman of 
APTMA, voices long-term opti- 
mism but says that “at the 
moment, we are faced with 
imbalance in supply and 
demand; we have too many 


goods and not the domestic 
market which is big enough to 
absorb the increase”. 

According to the APTMA, 
Pakistan produces approxi- 
mately l.Sbn kilos of yarn 
annually, of which 600m Mins 
are consumed locally and the 
remainder available for export 
The association estimates that 


at present there is a surplus of 
between 15 to 2S per cent 

The industry’s problems 
were recently hi g hli ghted in a 
study by the Japanese interna- 
tional development agency, 
based on a year long examina- 
tion of growth prospects. 

The study is reported to have 
found that in the eyes of many 
US importers Pakistani gar- 
ments are priced and of low 


quality with late delivery 
times. 

The report warned that other 
countries such as Bangladesh, 
Mauritius, Morocco and Sri 
rjmfca are catching up quickly 
with Pakistan, thanks to their 
own rapid expansion and 
growth. It suggested that 
Pakistan’s government and 
textile industry should try to 
satisfy the garments trade. 

Apart from market condi- 
tions, the industry also suffers 
from a shortage of technically 
trained manpower and lack of 
good design. Time and money 
for training are needed to rect- 
fiy both problems. 

The domestic market a 
limited exposure to imported 
fashion garments, which would 
influence the Hpgjgning of mar- 
ketable export goods. 

The fliture of Pakistan’s tex- 
tiles industry will depend 
partly on international eco- 
nomic conditions. 

But even if it benefited from 
imp r oved world trading trends, 
it would have to raise its own 
standards. 


FARHAN BOKHARI reports that even 
if the textile industry were to benefit 
from a recovery in world trading 
conditions, it would still be essential 
to raise the quality of its products 



Bringing In ttie bales of cotton: harvests have grown due largely to financial Incentives to farmers 
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■ Privatisation in action: Farhan Bokhari takes a look at National Fibres of Karachi 

Expansionist plans reassure the workers 


A WIDE variety of industries 
and services are being offered 
for sale under the govern- 
ment’s privatisation pro- 
gramme. 

Among the smallest and 
least profitable disposals are 
plants that make rod, a thin 
round traditional floor bread, 
and which had to be closed 
after making enormous losses. 

Larger candidates for dis- 
posal include plants whose 
products include cement, ghee 
(traditional edible oil extract 
used for cooking), motor 
vehicles and tractors. 

The common motive for sell- 
ing them Is to improve output 
in the public sector where the 
average industrial profitability 
has been only 1.5 to 2 per cent 
per annum. 

As the programme only 


began last year, it is too soon 
to compare the performance of 
these privatised companies 
with their previous record. 


Small units such as rod plants 
are to be broken up and sold 
only for their real estate value. 
But some larger factories have 
been bought by investors who 


are now preparing to expand 
them. 

One example of a profit-mak- 
ing company with prospects of 


growth is the Karachi-based 
National Fibres Ltd (NFL), 51 
per cent of whose shares were 
sold in February. It makes 
polyester fibre and polyester 


filament yam used for manu- 
facturing cloth by local textile 
manufacturers. 

Last year, NFL declared pre- 
tax profit of Rsl77m (£3 -9m) , 
on total sales worth Rs888m. 
The pre-tax profit this year has 
not been announced but sales 
have touched Rs900m, says Mr 
Mohammad Jawald Anwar. 
NFL’s general manager. 

The company was sold to the 
new Schon group for Rs78Qm 
(£l6m) after bids were received 
in an open competition. Schon 
group's other investments 


include an oil refinery, an air 
charter company, yarn spin- 
ning and stock trading. Under 
the terms of the sale, Schon 
paid 40 per cent of the dues up 
front, and the remaining 60 per 
cent are due to be paid over 
three years. 

More expansion is planned to 
meet demand. Over the next 
two years, the company plans 
almost to triple its capacity of 
polyester fibre from 12,000 
tonnes a year to about 34,500 
tonnes and filament yam from 
3,000 tonnes a year to 5,000 


tonnes in the same Hmp frame. 

A striking feature of the 
whole privatisation programme 
has been the unexpected lack 


of resistance from labour 
unions. 

NFL employs 900 workers 
and officers, in keeping with 
the government's condition 


that there should be no lay-offs 
in the first 12 months after 
purchase. A labour package 
agreed last year allowed for 


compensation if personnel 
were asked to go within that 
period. The government also 
agreed to pay allowances to 
unemployed workers for up 


two years after their dismissal. 

As a result of NFL’s expan- 
sion plans, however, the com- 
pany would need to -raise its 
workforce to 1,050 within the 
next two years, leaving little 
room for lay offs. Mr Anwar 
says: "We will be able to 
absorb our workers in the 
expansion. We have not laid off 
anyone so for.” 

A new labour contract was 
signed in May, backdated to 
the beginning of the year. 
Under it, the company agreed 
to a 20 per cent average wage 
increase. 

However, Mr Anwar expects 
the expansion to push sales to 
between Rs2.5bn and Rs3bn 
after the company’s expanded 
production capacity. That 
would not only raise profitabil- 
ity but finance a rise in wages. 


In the next two years, NFL is to triple its capacity 
for polyester fibre and filament yarn, thereby 
helping to sustain employment for its workforce 


The expansion in capacity could Increase sales 
to Rs3bn a year, which would not only boost 
profitability but finance a rise In wage levels 


PAKISTAN 

offers ltast Investment 
opportunities 

Habib Bank 

lends a helping hand 
to the Investors 

A fast developing country, blessed with rich natural and human resources, 
Pakistan offers a wide range of attractive investment opportunities. The 
Government's pragmatic and revolutionary economic reforms envisaging 
Privatisation, Deregulation and Elimination of controls on Investments has 
vastly improved the scope of investment climate in Pakistan. 

Our Foreign Currency Accounts initiated under Government's policies, 
which are open to Pakistanis as well as foreign nationals (individuals, 
firms, companies, etc.), provide multidimensional opportunities. 

Habib Bank, Pakistan’s largest, backed by 50 years' experience, 
expertise, vast resources and a wide network of 1 857 Domestic and 67 
Overseas Branches; Offshore Banking Units; Joint Ventures: Affiliates; 
Subsidiaries; Representative Offices, Managing Agencies and 1800 
Foreign Correspondents, is geared to offer efficient and competitive 
banking services to investors - local or foreign. 

Habib Bank Limited 

Head Office: Habib Bank Plaza, Karachi-75650, Pakistan. 

Telex: 20086 HBANK PK. Telephone: 219111 (50 Lines). Fax: 021-2414191 
Branches / Offices In Far East & Pacific, Middle East Europe, U.S.A. and Africa. 




MINISTHr OF COMMUNICATIONS, 
GOVERNMENT OF PAKISTAN 

PRIVATISATION 

INVESTMENT OPPORTUNITIES 
AT 

KARACHI PORT 


K a r a chi Port Tract is at the threshold of Privatiza- 
tion. In pursuance of Pakistan Government's eco- 
nomic r ef o rm s, KPT is forg in g ahead with the help 
and a s s i s t an c e of the private sector and preparing 
itself for the 21 st ce n t ur y. 

Integrated Container Terminal: 

” Karachi Port- Trust and Premier Mercantile Services 
arp in the final stages of tdgnh ig an agreement for a 
modern 380,000' TEG'S Container Terminal, at Berth 
14-17 on Build. Operate and Transfer basis. 
Mult i p urp ose Cargo HandBng Berths: 

’ KPT offers Berths 5 to 8 for the setting up of a 
Multipurpose Terminal on BOT basis. 

Specialized Cargo H a ndling Equipment: 

• KPT also offers provision of specialised cargo han- 
dling equipment: mobile rubber tyred cranes, derrick 
barges, floating cranes, top loaders, fork lifts, trac- 
tors, trollies, towing units, trawlers and motor trucks, 
iter D es a lina t ion Plant 

KPT offers setting up of a minimum 5 MGD Water 
Desalination plant with power generation capabili- 
ties on build, own and oper a te basis. 

Firms interested In any of these perfects may con tact 

Chairman 

Karachi Port Trust, Karachi (Pakistan} 
Telep h o ne ZOX3X9. Fa* 9MU44ZfS*7. 

Telex 17M KPT PK 


ICP 


a credible name in Pakistan in the field 
of investment and development finance 


Playing a vital role in “broadening the base of investments and share 
ownership “developing the capital m arker “providing benefits of pool 
investment* tn small in vestors 

ICP hudroimwhoed ICP INVESTORS* DEPOSIT ACCOUNT (rondOra^) 
for OvOTcai PjfclBanii for trading on Stack Exrtungri in Pakfaan 


n vestment Corporation of Pakistai 

Karachi FAX: 924)21-241 1684 Branches: Lahoro-Rswahrinc 
Prohnwer-M aa ube d -Hydeaabed-Mxdtm-F aiaa hbad -QaeUa 
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PAKISTAN 5 


: f :, □ TRANSPORT MASTER PLAN 

TO new horizons 


2T IS an Inspiring goaL Raw 
materials from the Central 
Aslan republics would be 
transported, south through 
Pakistan's newly-modernised 
road system to industrial pro- 
cessing 2 ones and onwards to 
efficient privately-owned con- 
tainer terminals in Karachi 
and Port Qasim. - . 

The political and geography 
cal impediments to this strat- 
egy are enormous: . Central 
Asia is separated from Pakis- 
tan by three of the world’s 
highest -.- mountain' ’ ranges, 
while Afghanistan's political 
maelstrom and Pakistan's own 
law and order problems spell 
difficulty iii the fulfilment of 
this rale. 

But it is a vision which is 
driving a vital overhaul of 
Pakistan’s antiquated transpor- 
tation system, after, decades of 
neglect 

“There is a dire need of an 
effective communications sys- 
tem in PaitistazC especially 
now. We are anxiously looking 
forward to connecting the Cen- 
tral Asian, republics with our 
roads. .They are also in need of 
our seaports”, said federal 
communications minister Mr 
. Axam .Khan HotL • • ^ ' 

One of the major problems 
affecting transportation - in 
Pakistan is the link between 
the southern port city of Kara- 
chi and the growing h mfln strbd 
centre of Lahore. Express 
trains have , been held op by 
dacoits (local bandits) with . 
racket launchers, and vehicles 


now wait until they can form a 
convoy with military escort, 
before they undertake the 
treacherous Journey. The 
impact was demonstrated in a 
54 per cent fell in the number 
■ of railway passengers and a 52 
per cent drop in freight, in the 
year to March 1992. 

The government has decided 
to focus its- efforts on the road 
system, coming up with a five 
year programme which will 
cost IlsTSbn. The main north- 
south' highway is to double its 
ezisUng-two larma An alterna- 
tive north-south route, the 
Indus Highway, Is being 
improved, but, most signifi- 
cantly, work has started on a 

SIMON DAVIES 
on the future 
of Pakistan’s roads 

motorway connecting the Fron- 
tier capital of Peshawar with 
Karachi, via Islamabad and 
Lahore. 

Given its existing debt of 
$25bn, Pakistan has tried to 
wntira foreign capital to build 
the roads on a Build-Operate- 
Transfer (BOT) basis. Under 
the new deregulative regime of 
prime minis ter Nawaz Sharif, 
foreigners had been encour- 
aged to taira over the entire 
project. 

Korean- construction com- 
pany Daewoo is to build a 340 
kilometre six-lane highway, 
r unning from Islamabad to 


Lahore. Progress has been 
made, amidst an uproar over 
the Rs23bn cost, the govern- 
ment's debt burden (Daewoo 
will contribute only 40 per cent 

Of financing) and accusations 

of corruption. 

It will be a toll road and the 
Government hopes this will 
cover the debt financing. If 
successful, it would- help pro- 
vide a framework for other 
infra-structural projects. Mean- 
while, corporations remain 
concerned over political stabil- 
ity and the murky issue of 
Islamic banking regulations - 
It is clearly of concern for a 
company to lend money to a 
government which may pro- 
hibit interest payments. 

The motorway will create an 
infra-structural corridor 
through the economic heart- 
land of Pakistan and should 
give a boost to industrial 
investment in the north. It is 
due for completion In Decem- 
ber 1994. 

The rail system has caused 
more difficulty for the govern- 
ment It is over-staffed, ineffi- 
cient draining Government 
f unds, making its attractions 
for the private sector some- 
what limited. 

The Government hopes to 
create rail links with Afghan- 
istan, but is unlikely to foot 
the bill. At present, it is 
looking at selling land and pri- 
vatising sections of the organi- 
sation to pay for its revival 
But it will take a long time 
before this network becomes a 



On the Khyber Pass: the traffic Is building up 


key link for containers moving 
south to Karachi 
Karachi is the largest port 
city in the Indian Ocean. It has 
been government-run and 
indnstriahsts mmplain of the 
cost and inefficiency. The Gov- 


ernment has reacted by privat- 
ising many of the operations. It 
is to set up a new container 
terminal on a BOT basis, while 
the two other ports, Port 
Qasim and the country's new 
deep water port project at Gwa- 


dur, will be primarily con- 
trolled by the private sector. 

Local newspapers suggest 
Karachi could become the Rot- 
terdam of Asia. The presence 
of an unruly Afghanistan 
blocking easy access to Central 


Asia is a problem. But there is 
no doubt that the heavy expen- 
diture on the transport system 
will finally make viable the 
government’s hopes of Introd- 
ucing export industries into 
Pakistan. 


Under the present system, 
one industrialist complained 
that it cost more to process 
cargo through Karachi port 
and then freight it to Lahore 
than to ship it to Pakistan 
from the Golf of Mexico. 
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WITH one of the lowest ratios 
of phones among developing 
nations, combined: with a bur- 
geoning national debt, the 
Pakistan government plans to 
get somebody else to fund an 
aggressive expansion pro- 
gramme. 

In June 1990, there were only 

843.000 lines for a population of 

117m. The government now 
hopes to have more than 2.3m 
lines in operation by March 
1993.. - 

iBut it is highly critical of the 
telecommunications manager: 
ment by 1991 it bad built up a 

70.000 connection back-log, 
with individuals waiting up to 
five years for a phone. - . 

Part of the solution Is to 
encourage private operators to 
broaden the 1 service. But the 


Private money is being mobilised to build up a modern telecommunications system 

Frustrations of a land without telephones 


entire Pakistan Telecommuni- 
cations Corporation (PTC) is 
also to be auctioned to the 
highest bidder, with no restric- 
tions on nationality. 

Outside capital is being 
attracted under a scheme 
called Build Lease and Trans- 
fer (BLT), whereby an outside 
party installs a set number of 
lines at a fixed price. 

Once the revenue from the 
fines pays off their cost, the 
system is returned to PTC. It 
expects an eight-year pay-back. 


against a 20 year life for the 
system. Alcatel, Ericsson and 
Siemens are to install 500,000 
lines by the end of 1993 under 
this BLT scheme, and other 
contracts are being negotiated. 

Mobile telecommunications 
are also being offered to the 
private sector. Cable & Wire- 
less and Millic nm have both set 
up systems in a market they 
believe should accommodate 
35,000 subscribers, within five 
years of the 1991 launch. 

The operators have had 


strong response, aided 

by the inadequacy of the exist- 
ing fixed line system - it 
could take three years to get a 
fixed phone and only 24 hours 
to get a mobile unit 
But mobile communications 
is to become more competitive 
following the issue of a third 
licence to a local group, which 
is holding discussions with 
British Telecom and Hutchison 
Whampoa. It was issued 
despite an apparent under- 
standing that, to avoid excess 


competition, there only be two 
licences. 

There have also been com- 
plaints over facilities to link 
tire mobile system with the 
fixed line network, with opera- 
tors objecting to the level of 
rigid bureaucracy at PTC. 

However, even at PTC the 
pace of reform has been rapid. 
Bear Steams have been 
appointed to advise on its pri- 
vatisation and the government 
is adaman t it will sell Its entire 
stake in early 1993. 


It seems likely to prove one 
of the more attractive Govern- 
ment offerings, given the 
potential returns on assets 
achievable by phone compa- 
nies. It has already been 
launched as a government- 
owned corporate entity, to help 
speed up the decision-making 
processes within the group. 

There were initial doubts 
about the sell-off, due to con- 
cerns by the army at possible 
hugging by a foreign operator, 
but these have been allayed 


and the tendering procedure 
should start this month. 

There is no argument about 
the inadequacy of the existing 
operation, which has suffered 
from over-staffing and an 
excessively bureaucratic man- 
agement It currently employs 
54,000 people. Under the priva- 
tisation scheme, employees 
will have a one year guaran- 
teed contract with the new 
company, and will then receive 
a golden hand-shake if forced 
into retirement 


Because of over-staffing in 
the public sector this could 
prove costly. But the pace of 
expansion of PTC should limit 
the impact of lay-offs. 

Privatisation has been a use- 
fill method of sucking capital 
from the underground econ- 
omy and a number of interna- 
tional telecommunications 
groups could link up with Paki- 
stani partners to bid for the 
system. AT&T, British Tele- 
com, Cable and Wireless and 
Singapore Telecom are said to 
have shown interest 
But the government will first 
have to still concerns that any 
fiiture regime might scrap for- 
eign ownership of the phone 
network. 

Simon Davies 
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The Dynamics 
of Change. 
Pakistan: 



Pakistan has deregulated its economy and provides attractive conditions 
arid incentives for foreign investors. Some of these are: • 100% equity in any 
venture • No capital gains tax • Remittance of dividends and original 
investment abroad • Negotiation by foreign companies of foreign currency 
.loans on their own terms. 

' American Express Bank, the oldest American Bank in Pakistan, can 
provide you with a wide range of banking and travel related services: 
Innovative liability Management, Commercial Loans, Treasury Services, 
American Express Card and Travelers Cheques, range of Investment Banking 
-Services and a host of other innovative products. Let us give you an insight into 
the dynamics of change in the Pakistan economy. 



AMERICAN 
EXPRESS 
B AN K 

A partner you trust, worldwide 


AkfrsrReeaKban, 

' AmBkaaE^XWlBwklJntiwtl, American Express Bank larded. 

Si- Crimptac Tfr Mairdrlin' 85 SbnhralV«-QuakJ-«-A2am, Lahore. 

_• Ahmc0ffoad,Kan^TU:flUl)^30345-49 T«L (042) $0690649 <0425 360245 

. Rue (0ri> 2S51803-U*: 2609 AE3BCPK Tbc 44828 AEIBC PK. 


G. M. Sbohryor Abmed, 

American Express Bank Limited, 

1-E All Plaza, Blue Area, Islamabad. 
Tel <051) 827055-55 Pa* <051) 814839 
TlxSOBAMEXCOPK. 


b approved ty American txpnai Bank Ird, 60 Buckingham Palace teal l/wk»SWIWOau. a member 
. . ■- wbh American Express Bunk Infs branches and suhrfdtarica wrote 

TrtUnabc pioiedEdbytheRuksandlUqpilWiOflj made under the FinsneWSerek* Act 1986. 



National Bank of Pakistan 

‘Welcomes 

PARTICIPANTS OF 
INTERNATIONAL INVESTMENT 
CONFERENCES UNDER THE 
AUSPICES OF GOVERNMENT OF 
PAKISTAN IN U.S.A.& CANADA 



An ancient land, ripe for Investment opportunities In modem traditional and High 
Tec Industries both of domestic and of foreign investors, greets them with open 
arms under "Open Door" policy of present government. 

National Bank of Pakistan, the premier commercial bank of Pakistan, rich in finan- 
cial and human resources with outstanding track record of over four decades of 
financing of commerce, trade and Industry Invites International Investors to Paki- 
stan and is now poised to provide them with all essential support in execution of 
their projects. 

National Bank of Pakistan with a vast network of 1399, domestic branches and 23 
international branches, is strategically located at all Important commercial centres 
of the world and with resources of over Rs. 163 bUHon (U.S. $ 6.6 bilBon) and with 
the support of Its strong cBent base of 4.6 milflon spreads all over the globe Is the 
ONE for vou. 

Please be In touch with your proposals to anyone of the following branches abroad 
or contact our head office as under: 



UMTED KftK3POM 
London 

■ 18 Rnsbuny Ctacus 
London EC2M7BJ 
Fee 44-71-638-7869 

• 30 Soane Street, 

Krightsbrlcbe. London SWK9NJ 
Fax.- 44-71-2354705 

Manchester 
79 Thomas Street 
Hadiesttr M 4 ELQ 
Fate 44-61-835-1049 

Gaago* 

522 Sauchlehal Street 
Charring Cross, Ghsgow G2 3LW 
Fax: 44-41-331-1091 

Bbmtngham 

411 Stratford Road. Spsrkhfl 
Birmingham B1 14 J2 
Roc 44-21-7668379 


Bradford 

3-5 Oak Lane, Bradford BD9 4 Pu 
Tex: 44-274-481-103 

Edinburgh 
19 Waterloo Place 
Edinburgh EH 3 3BG 
Fat 44-31-557-0934 

SWeffieH 

164 FWi Park Road 
Sheffield S5 6WP 
Rue 44-742-423412 

UMTED STATES OF AMERICA 
New York USA 

• 100 Wal Street, P.O.Box 500 
New York, N.Y. 10005, New York 
Fax: 1 -212-344-8826 

• 1-UhUd Nation* Plaza 
New York, N.Y. 10017-3554 


WashinatatiD.C. USA 
1825 Connecticut Avenue N.W. 
Washington D.C 20009 
F arc 1-202-667-2515 

Chicago USA 
39 South La Sale Street 
Chicago Hnoh 60603 
Fax: 1-312-782-0982 

FRANCE 

Paris 

90 Avenue Des Chacnpe Qyteea 

75008 Parti 

Fore 33-1-4563-6604 

GERMANY 

Frankfurt 
Sehwtodstrassa 3 
6000 Frankfurt Main 1 
Fax: 49-69-748151 


Your service is our pride 
National Bank of Pakistan 
Safe and Sound all round 


Head Other:; 1.1. Chundrigar Road. Karachi. Pakistan Telephone* 2416780-10 hnes 2414041 -5 fanes 

Telex: 23180.23732.23733.2734.23179.28067 NBPPK Fax: 2416769 
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The Tarbela hydro-electric dam on the Indus River; low rainfall could leave a 15 per cent shortfall in power supply 

Farhan Bokhari on the widening quest for energy sources 

Power for the people 


□ HUMAN DEVELOPMENT 

Near the 
bottom of the 
world table 


KEY FACTS 


796.095 sq km 

Population — 117.0 million 

Head of State Ghuiam Ishaq Khan 

Currency - Pakistani Rupee 

Average Exchange Rate |] 2 1 fiJO ££ 


ECONOMY 


Total GDP ($bn) 

Real GDP growth (%)’ 

Components of GDP (%) 

Private Consumption 

Total Investment 

Government Consumption-— 

Exports 

Imports 


Consumer prices growth'. 
Ind. production growth 8 


Reserves minus gold (Sbn, Doc). 

Narrow Money growth 1 — 

Money Market rate (% pa,avg) 9 


Govt Bond Yield (V. pa.avgP. 


Total external debt (Sbn) 3 — 

Debt sendee ratio (%) 4 

Govt deficit as % of GDP.... 


Current Account Balance (Sbn). 

Exports (Sbn) 

Imports (Sbn) 

Trade Balance (Sbn) 


Main Trading Partners (%)*.. 

EC 

USA. 

Japan 

Germany 

UK. 

India - 


39.7 

42.7 

5.3 

6.5 

71.7 

71.9 

18.6 

18.3 

15.0 

13.5 

T4.7 

15.4 

-20.1 

-19.2 

6.0 

12.7 

6.3 

6.2 

296 

527 

17.3 

20.2 

7.3 

7.6 

8.0 

7.9 

20.7 

22.3 

23.7 

23.7 

7-1 

6.4 

-1.9 

2.1 

4.9 

5.8 

7.4 

8.3 

-2.5 

-2.5 

Exports 

Imports 

29.4 

33.2 

11.4 

11.2 

8.0 

14.8 

8.4 

8.0 

6.9 

5.1 

0.7 

0.5 


Notes: All figures ere on a fiscal year basis 1990/1991 and 
1991/92 except where otherwise stated, 
p) Percentage growth over previous fiscal year. 

(2) Percentage growth over previous calendar year. 

(3) Calendar year basis. 

(4) Total debt service as a percentage of exports, calendar 
year. 

(5) Percentage share by value in 1991. 

Sources: IMF, World Bank, Asian Development Outlook, 


POWER CUTS periodically 
show that Pakistan cannot 
meet the energy needs of a rap- 
idly growing consumer market 
and industry. While the gov- 
ernment has given fresh incen- 
tives to set up factories, provid- 
ing investment in 
transportation and energy is 
also needed. 

In energy. Pakistan is seek- 
ing private sector investments 
in new electricity projects and 
oil and gas production. Indus- 
trial entrepreneurs are allowed 
to set up their own generation 
plants but that adds to the cost 
of new projects. 

Electricity generating capac- 
ity is projected to rise to 9,366 
megawatts by the middle of 
next year, but demand Is 
expected to rise to 11,000 MW 
by 1995. The supply is cur- 
rently estimated to Cali 10 to 15 
per cent below demand depend- 
ing on the output of hydro elec- 
tric schemes which rely on 

r ainfall 


The government has let the 
private sector set up indepen- 
dent power plants to help meet 
the shortfall Fresh measures 
have also been announced to 
increase production of petro- 
leum, as the country produces 
65,000 barrels of oil per day but 
needs to import about 170,000 
b/d. 

Last year fresh Incentives 
were introduced to stimulate 
exploration and refining. The 
government has promised to 
process applications for explo- 
ration licences within three 
months of submission. In the 
past, approvals have taken up 
to three years. 

Mr Sartaj Adz, the finance 
minister, hopes there will be a 
surge In private power projects 
given the size of the country's 
population. “In this expanding 
market, efficient generation of 
power is required. With privati- 
sation, we expect to get the 
investment Very few markets 
are that large and offer oppor- 


tunities for investment", he 
says. 

Pakistan also sees opportuni- 
ties for importing power, oil 
and gas from the newly inde- 
pendent central Asian repub- 
lics and Afghanistan. An agree- 
ment has been signed with 
Tajikistan for the supply of 
1,000 MW for which new trans- 
mission lines will be built. 

Imports of gas tom Afghan- 
istan and Turkmenistan will 
also be studied, and recent oil 
discoveries in Uzbekistan raise 
the possibility of importing oil 
from that country. 

All these proposals are 
fraught with difficulties, how- 
ever. Energy investments will 
be repaid only in the long 
term. Although the population 
is rising, prosperity will also 
have to rise to ensure a bigger 
energy consumption. 

In spite of the inducements 
for oil and gas exploration, 
some businessmen believe that 
crime and violence, especially 


In remote areas of the southern 
province of Sindh, are a barrier 
to new exploration projects. 

The government has said it 
will set up a special force to 
protect oQ installations, but it 
remains to be seen If that will 
reassure potential investors. 

Prospects for importing 
energy from central Asia 
depend on future events in 
Afghanistan. Pakistani nfflciaia 
who support the country's cen- 
tral Asian initiatives argue 
that the intr a- mujahideen 
infighting in Kabul is likely to 
die down in the next two or 
three years, the time frame 
needed to begin establishing 
some of the projects. 

But no-one knows how long 
it will take before peace and 
stability are restored to 
Afghanistan. A durable peace 
there may be the key to Pakis- 
tan’s central Asian strategy 
and its ability to draw on that 
region to meet its energy 
needs. 


PAKISTAN'S economic growth 
rates, though at times impres- 
sive, have not helped to 
improve the quality of life of 
many of the country’s 117m 
people. 

It was the world’s fifth fast- 
est growing country during the 
1980s. But it came 120th among 
160 countries in the UNDP’s 
human development index. 

Some of the individual indi- 
cators for human develop- 
ment are depressing. The gov- 
ernment estimates that 

• only 34 per cent of adults 
are literate; 

• public expenditure on edu- 
cation was 22 per cent of GNF 
last year, significantly below 
the 3.7 per cent average for 


Foreign contributors of 
financial and technical 
assistance are 
concerned that 
conditions for women 
are worse than for men 


developing countries; 

• only 40 per cent of children 
of primary school age are 
enrolled in schools; 

• 52 per cent of children suf- 
fer from malnutrition and only 
55 per cent of the population 
has access to medical care. 

Conditions for women are 
worse than for men. This has 
been a particular source of con- 
cern for foreign aid donors and 
development experts. To 
counter this, the federal and 
provincial governments have 
committed Rs53bn (El.l5bn) 
over the next three years to a 
Social Action Programme to 
improve the indicators. 


“We feel that we need to 
have an accelerated pro- 
gramme so that lost time can 
be made up”, says Mr Sardar 
Asseff Ahmed AU, minister of 
state for economic affairs. 

Under the programme’s tar- 
gets, literacy is projected to 
rise to 50 per cent from the 
present 34 per cent. In addit- 
ion, there should be improve- 
ments in nutrition, primary 
health care, family planning, 
rural water supply and sanit- 
ation. “This will be the biggest 
quantum jump in Pakistan's 
history in the social sector”, 
says Mr AIL 

Despite the programme, 
there is still concern at some of 
the obstacles in the way of 
Improving social welfare, espe- 
cially the high population 
growth. The present 3 per cent 
growth rate is among the high- 
est in the developing world. In 
addition, some developmental 
experts are concerned that ini- 
tiatives for improving the sta- 
tus of women can only succeed 
if more women hold public 
office. 

At present, there are only 
two women members (Benazir 
Bhutto and her mother) In Pak- 
istan's 217 seat lower house of 
parliament and one among the 
87 upper house legislators. 

Prime minister Nawaz Shar- 
if s government plans to Intro- 
duce a special constitutional 
amendment which will reserve 
20 seats for women in the 
lower house, Mr Ali says. Some 
developmental experts argue 
that more women members in 
the parliament may in turn 
strengthen the women's rights 
lobby, putting more pressure 
on the government to give 


closer attention to their devel- 
opment. On this and other 
areas of social programmes, 
the next three years will be an 
important test of Pakistan's 


ability to match its quality of 
economic growth with the 
quality of life for its people. 

Farhan Bokhari 


Cash for power should soon start flowing, says Frank Gray 

Good news from Hab River 


THIS month's ground-breaking 
ceremony at Hub Chowki for 
the $1.7bn Hab River power 
project is expected to switch on 
a burst of foreign investment 
in electricity generation pro- 
jects throughout Pakistan. 

For the government, which 
has embarked on one of Asia's 
more ambitious Institutional 
restructuring programmes, and 
for Pakistan's would-be elec- 
tricity consumers, this will not 
be a moment too soon. 

Pakistan has just 8.312MW of 
total installed capacity. 
6.857MW under the Water and 
Power Development Authority 
(WAPDA) and the balance 
under the Karachi Electricity 
Supply Corporation, both of 
which are due for shake-up in 
the 1990s. 

The figure is tar below west- 
ern standards, which indicate 
that countries of 100m people 
or more should have about 
80.000M W- 100.000M W of elec- 
tricity supply capacity. 

According to water and 
power ministry officials, at 
least 10 private sector power 
projects have been on hold dur- 
ing the prolonged talks over 
Hab River. 


Negotiations for the 1.292MW 
oil-fired power scheme had 
been going on for four years, 
with the deal having tenta- 
tively been wrapped up twice 
before. 

This time, representatives of 
Xenel Industries, the Saudi- 
based chief sponsoring com- 
pany for the build-own -operate 
(BOO) scheme, and of the 
water and power ministry and 
WAPDA firmly believe that the 
agreement formally signed in 
early July sufficiently allays 
all fears and clears the decks 
for an imminent construction 
start-up. with power from the 
first of four 323MW units to be 
generated within 40 months. 

Because Pakistan opted for 
an oil-fired power station, 
the project was subjected to a 
comprehensive World Bank 
environmental study, requiring 
stringent environmental 
controls to meet the 
Bank's criteria. 

Pakistan opted for oil 
because of its proximity to the 
Gulf. Under the deal, HobCo 
will lift L5m tonnes of oil a 
year from the Pakistan State 
Oil Company in a deal worth 
3150m a year. 


When completed, Hab River 
will boost Pakistan's power 
generating capacity by some 15 
per cent 

It will be Pakistan’s first pri- 
vate sector power scheme. The 
complexity of the financial 
structures put into place by 
the private sector and by the 
World Bank should bode well 
for other entrepreneurs seek- 
ing to take advantage of Pakis- 
tan's liberalisation programme. 
They will now have a formula 
from which to work in pursu- 
ing their own deals. 

Under BOO, the sponsors 
will own and operate the proj- 
ect indefinitely. In effect, the 
Hab River scheme becomes an 
independent company generat- 
ing electricity and selling it 
into the national grid. 

The managing company 
being set up to run the scheme 
is the Hab River Power Group 
(HubCo). It is the intention of 


the sponsors for HubCo to have 
a widely-based public share- 
holding. It has been registered 
as a company and share trad- 
ing will eventually take place 
on the Karachi Stock 
Exchange. 

The project will be financed 
through the sale by HubCo of 
electricity, priced at commer- 
cial rates, to WAPDA. The 
notional start price is RsL36 
(about 5.5 US cents) per kilo- 
watt hour. 

This has escalator clauses 
built in to take account of 
rupee devaluation, inflation 
and a variety of other factors 
that could affect electricity 
prices. The agreement runs for 
30 years, considered to be long 
under normal BOO arrange- 
ments (the ideal is between 
10-15 years, according to most 
experts). 

The most recent impasse was 
caused by the emergence of 


Islamic (interest free) banking 
as a national issue. The 
imposition of Islamic banking 
rules temporarily scared off 
the commercial western banks 
invited to part-finance the 
scheme. 

The breakthrough came 
recently when the Pakistani 
authorities and HubCo repre- 
sentatives were able to formu- 
late an implementation agree- 
ment guaranteeing the 
protection of the bankers’ 
investment in the scheme, no 
matter what happened on the 
Islamic banking issue, which is 
now before the national 
Supreme Court 

The two other elements of 
the bipartite accord were the 
power purchase accord, cover- 
ing the commercial tariffs at 
which HubCo will sell power to 
the national grid, and the fuel 
purchase agreement covering 
deliveries by the Pakistan 


State Oil Company of imported 
oil needed to run the power 
station. 

All those Involved in the 
talks agree that the deal would 
not have been possible without 
the World Bank, which helped 
structure the deal and created 
some innovative forms of spe- 
cialist finance to kick-start the 
agreement These included the 
Private Sector Energy Develop- 
ment Fund (PSEDF), set up to 
provide seed finance at 
long-term commercial rates 
(but with up-front grace peri- 
ods) to private sector interests 
seeking to invest in the project 
The PSEDF will provide about 
one-third of the commercial 
bank financing. 

Another facility is the the 
Enhanced Co-Finance Opera- 
tion (ECO), another World 
Bank Invention specifically for 
Hab River, which will help pro- 
tect the commercial banks 



209A Firdausi Road, Rawalpindi Gantt, Pakistan GPO Box 353 
TEL: 51-583666 FAX: 51-564280 - TELEX: 54431 MACRO PK 

EXCELLENCE & EXPERIENCE IN ADVISING 
ON PROJECTS FOR:- 

• POWER GENERATION 

• POWER PLANT DEVELOPMENT 

• ENGINEERING 

• TELECOMMUNICATIONS 


CURRENTLY IN THE PROCESS OF LAUNCHING 

1. SWISS PAK INVESTMENT BANK 
FINANCING OF PUBLIC & PRIVATE SECTOR PROJECTS 
& INVESTMENT MANAGEMENT ADVICE 
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PAKISTAN the land of opportunities 
offers unlimited scope for enterprise at 


KARACHI EXPORT PROCESSING ZONE 


EXPORT PROCESSING 
ZONES AUTHORITY 
WELCOMES THE 
PARTICIPANTS 
TO 

INVESTMENT 
PROMOTION SEMINARS 
BEING ORGANISED 
IN THE U.S A. A 
CANADA BYTHE 
GOVERN MBIT 
OF PAKISTAN 


0 Fully developed land and infrastructure quickly available. 
0 Complete tax holiday till the year 2,000 A.D. Thereafter 
25% in Perpetuity. 0 No customs duties on imports into 
or exports from the zone to foreign countries 0 Expatriation 
of capital and profit guaranteed by Government of Pakistan 
0 One Window Operation. 


NEW ZONES 

under development/advanced planning stage 
at LAHORE, PESHAWAR & QUETTA 


Detailed brochure and application form available from Pakistan's diplomatic missions, or direct from: 

EXPORT PROCESSING 
ZONES AUTHORITY 

Ministry of Industries Govt, of Pakistan. 

Mehran Highway, Landhi. Karachi-54 (Pakistan} 

Tel: 2631408, 7738002. 7738013 & 7738014. 

Cable: "EXPOZONE" Telex: 25609 EPZA PK Fax: 021 - 7738188 



against sovereign risks in case 
of failure by the government to 
comply with its side of the bar- 
gain. As it now stands, com- 
mercial bank financing alma to 
supply about $630m to the proj- 
ect 

The banking consortium 
comprises the Bank of Tokyo, 
Credit Lyonnais of France, 
Citibank UK, and Sakura Bank 
of Japan. Union Bank of Swit- 
zerland was involved in the 
consortium, but last week con- 
firmed it was withdrawing 
because of “a strategic decision 
not to invest in fossil-fuelled 
projects". 

Other elements of the financ- 
ing include a Pakistan bond 
issue of JlOOm; HubCo and oth- 
ers equity investment totalling 
$243m; local equity of 3188m 
and offshore hacking from aid 
agencies breaking down as fol- 
lows: PSEDF ($415m); Japan 
Export Import Bank 3120m); 
World Bank (IBRD) 3240m; 
Japan’s Mitt 370m; Sace of Italy 
3200m; France’s Coface 341m 
and the Commonwealth Devel- 
opment Corporation 312m. 

In addition to Xenel, the 
prime sponsor, cosponsors will 
include Mitsui & Co of Japan 


and British Electricity Interna- 
tional of the UK. 

Mitsui also will be the prime 
contractor, while BEI will oper- 
ate and maintain the complex. 

The US firm of K&M is the 
engineering consultant and 
was prime mover in the con- 
tract negotiations. 

Other key equipment sub- 
contractors are Campenon 
Bernard of France (civil engi- 
neering); Ansaldo of Italy (tur- 
bines). and Ishikawajima-Har- 
ima Heavy Industries of Japan. 

The deal has enabled HubCo 
to confirm the appointment of 
Mr Kenneth Fergusson as 
HubCo chief executive officer, 
under the chairmanship of Mr 
Mohammad Alireza, who is 
also chairman of Xenel. 

Mr Fergusson, bom in 1938, 
spent the early part of his 
career with ICI and RTZ, 
studied at Imperial College and 
Harvard Business School and 
was director-general of 
the European Transonic Wind- 
tunnel in Germany and a man- 
aging director of the London 
Dockland Light Railway. 

□ Frank Gray is editor of 
Power in Asia, a Financial 
Times energy newsletter. 


“Doing business 
in Pakistan” 

For a complimentary copy of the Masons/ 
Trade Advisory Committee for South Asia 
Guide to Doing Business in Pakistan, which 
contains details of recent changes in foreign 
investment regulations in Pakistan, please 
contact: 

Steven Bond 
or 

Arun Singh 

We offer legal and practical experience to 
companies looking to start up or expand 
business operations in Pakistan 

• Contract advice and drafting 

• Technical collaborations 

• Joint venture vehicles 

• Claims and disputes 


Solicitors 
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Simon Davies on the change of mood at the Karachi stock exchange 


When the bubble had to burst 


□ What the new banking rules mean 

Safer for users 


"BUBBLE DP" says the slogan 
on a hoarding outside the 
Kanmhl Stock Exchange. 

ft advertises a popular soft 
drink but also captured the 
stock axdrange’s mood at the 
start of this year. 

Since then, -however, politi- 
cal uncertainty, has iwfoyfi of 
the market's effervescence ami 
the street outside is no longer 
thronged by speculators. 

With '.a ks political leader 
whose interests .appear to lean 
solely towards the business 
community, the crowds could 
have been forgiven forexpect- 
lng the stock market boom to 
continue. *• 

The corporate sector is likely 
to see 20 per .cent aartiings 
growth this year, and the num- 
ber of foreign, brokerages show- 
ing Interest -might have 
suggested another Ingredient 
for success in a largdy illiquid 





Instead, share prices have 
floundered arid foreign institu- 
tions are having second 
thoughts. 

The latest crfskta the mar- 
ket resulted from an Important 
part of the government's priva- 
tisation programme, the 
Rs2.05bn public offer -of Sui 
Northern Gas, which was only 
IS per cent subscribed and will 
create a substantial overhang. 

The causes for this stump in 
confidence which left the 
KSE10O index down 32 per cent 
In the first eight months of the 
year, were all apparent during 
its boom in 199L - 

Pakistan has long had a law 
and order problem, leanings 
towards fundamental Islami- 
rinm, political instability and 
an inadequate infrastructure. 

But the government appears 
to be at least making head-way 
in creating solutions to these 
riifBcuHnea and there are few 
signs that prime minister 
Nawaz Sharif s tenure is about 
to be rudely curtailed. 

The one positive factor in the 
current down-turn Is that it 
has enabled the stock market 
to sort out the usual teething 
problems of an .institution 
winch emerged from decades cf 
apathy and attracted minions 
of foreign dollare mlS9L 
The market capitalisation 
increased by 314 , per cent 
between December 1990 and 
June * 1992 to a total of 
Rs22L38bn and in tile first six 
months there were-46 newhst- 




Dealers on the Karachi stock exchange floor screens are hard to find and trading is still carried out by open outcry 


ings which raised a total of 
Rs3J3bn. 

In spite of this barrage of 
new paper and investor inter- 
est, nothing had been done to 
update the stock markets' reg- 
istration and settlement sys- 
tem. Initially, foreigners were 
obliged to register shares in a 
process which involved the 
si g nin g of thousands of certifi- 
cates and a delay of up to 90 
days, during which the scrip 
could not be traded. 


tary system, which should be 
introduced in early 1993. 

Mr Mian Muxntaz Abdullah, 
cb fl ir™^ of the nr. a , said his 
priorities for developing the 
market were computerisation 
of trading, setting up the cen- 
tral depository and ensuring 
greater transparency. 

At present, the trading sys- 
tem is on an open-outcry basis, 
on the frenetic floor of the 
stock exchange. 

Trades are marked manually 


The downturn has enabled the Exchange to attempt 
to sort out the teething troubles which are natural 
in a body emerging from decades of apathy and 
which last year attracted millions of dollars 


-The Corpo ra te Law Author- 
ity (CLA), the stock market 
regulator, has reviewed the 
rules, allowing stock to be reg- 
istered in street names, so that 
it heed not be re-registered 
with earth trarmar-Hnn; and the 

time-lag has now been reduced 
to 45 days. 

In addition, the IFC, Citibank 
and Pakistan’s three 
exchanges, in Karachi, Lahore 
and Islamabad, are working 
together on a central deposi- 


on a board, but most sizeable 
transactions are negotiated 
outside the market, so trans- 
parency is lacking. 

There Is not even a computer 
link between the three 
exchanges, although Karachi 
continues to dominate trading, 
accounting for around 90 per 
cent of turnover. 

Mr Abdullah said computer 
assisted trading would soon be 
introduced, but the exchanges 
were a long way from introduc- 


ing automated matching. 

Foreign brokerages complain 
that since most local broking 
bouses are also stock jobbers, 
the lack of transparency in the 
marketplace provides ample 
room for abuse on the quoting 
of prices. With a computer-as- 
sisted trading system, the 
information flow would 
become more rapid. 

There have already been 
scandals involving inaccurate 
statements from listed compa- 
nies. an area where the CLA is 
aTan focusing on changing the 
laws so that disclosure and 
investor protection regulations 
correlate with those in the US. 

There remain numerous 
anomalies which are being 
changed - under current law 
a registered stock exchange 
can be one person - but the 
chief problems are with the 
trading and settlement 
systems, which are currently 
being altered. There has only 
been one case of a brokerage 
defaulting, and its losses were 
covered by the sale of its 
exchange seat. 

There still remain the other 
barriers to foreign entry: the 
fears of political instability, 
Islamisation and a textile sec- 
tor suffering from the world- 


wide recession but which 
forms one third of market capi- 
talisation and 60 per cent of 
the country’s export earnings. 

But with an industrialist at 
the helm, business sense 
should prevail over religious 
sensibilities. 

The textile sector may be in 
pain, but it has a vocal politi- 
cal lobby which tends to over- 
state the extent of its woes in 
order to extract greater conces- 
sions from the government, as 
a result of its economic impor- 
tance - it has had some nota- 
ble victories in this regard. 

With a plentiful supply of 
cheap cotton, it is only the 
s mall and highly-geared spin- 
ners that could be troubled, 
and the current low cost of 
yarn should provide a welcome 
incentive for the industry to 
evolve towards higher value 
added weaving and garment 
manufacturing. 

The market has low p/e’s and 
high earnings growth, in an 
economy with falling inflation 
and rising GDP growth. “If the 
political situation is not a prob- 
lem in Pakistan, then the mar- 
ket Is very cheap”, argued Mr 
John Chiu, director of GT Man- 
agement (Asia). Local brokers 
insist there is no problem. 


in THEORY, a combination of 
new Prudential Regulations, 
combined with the govern- 
ment’s aggressive push for der- 
egulation, will produce a much 
safer but more competitive 
hanking sector In Pakistan 

In reality, says Mr Imtiaz 
Ahmed Hanafi, the State Rank 
of Pakistan governor, Pakistan 
is now over-banked and bank- 
ers are over-protected. 

But there is reason to believe 
that the system will be a signif- 
icant improvement for deposi- 
tors and borrowers. 

Pakistan's banking sector 
has had a tempestuous history. 
The arrival of a flood of new 
and privatised banks might 
prove an unbearable strain to 
an untried framework of regu- 
lations. 

But bankers argue that, if 
anything, the new regulations 

are even more stringent than 
those required by the Bank for 
International Settlements 
(BIS). 

The State Bank has made the 
protection of deposit holders 
its principal requirement The 
insistence that 40 per cent of 
banks' non-contingent liabili- 
ties be held in government 
bonds or cash provides sub- 
stantial backing for depositors; 
it is also a useful way of con- 
straining liquidity. 

The depositors deserve some 
reward. In recent years, gov- 
ernment restrictions have 
made it unprofitable for banks 
to mobilise savings, while 
higher reward alternatives, 
such as the Co-operatives, have 
exposed savers to unlimited 
risk. 

P akistan has one of the low- 
est saving rates In Asia, at 12 
per cent of Gross Domestic 
Product The figures are exag- 
gerated by the existence of an 
active underground banking 
system, but the latest reforms 
should help suck more savings 
into the official economy. 

On the other side of the coin, 
banks will be under pressure 
to provide cheaper credit for a 
business sector in which the 
lack of competitive financing is 
seen as one of the main disad- 
vantages of operating in Pakis- 
tan. 

The government is to start 
controlling bank lending 

through reserves rather than 
credit ceilings. Before, banks 
could lend only set amounts to 
different sectors, some of 



State Bank Governor Hanafi: 
fear of over-protection 

which was at enforced conces- 
sionary rates. Beyond those 
limits, any excess capital 
would have to be invested in 
government bonds paying a 6 
per cent interest coupon, com- 
pared with lending rates of 
more than 14 per cent 

The new Prudential Regula- 
tions restrict lending by refer- 
ence to bank reserves and the 
quality of the borrower, while 
government securities are now 
sold by auction and have been 
issued at more than 13 per 
cent 

Bankers complain that these 
are not free auctions, since the 
government has not always 
accepted the best bid, forcing a 
re-auction and thereby dictat- 
ing market rates. But the 
returns have been substan- 
tially improved. 

These changes have been 
accompanied by increased 
competition, as part of the gov- 
ernment push to deregulate 
the economy and encourage 
private sector expansion. 

Two of the hanks that were 
nationalised in the Bhutto era 
of the 1970s have been re-priva- 
tised, while another two are 
due to follow shortly. A further 
11 commercial banking 
licences have been issued, and 
the system is beefed up by 23 
foreign banks, numerous 
investment banks, leasing com- 
panies and Modarabas, an 
Islamic hybrid between a leas- 
ing company and venture capi- 
tal fund. 

The PRs should tighten the 
quality of loan portfolios and 
reduce the level of bad debt, 
while the deregulation should 
create a more competitive envf- 


Privatising the 
Communication Sector 
- in Pakistan 

U he Government of Pakistan is soliciting foreign and domestic private sector participation in a large 
number of projects in the fields of telecommunications, highways and motorways, and ports and 
shipping (including the development and operation of Gwadar Port on BOT basis). 

The Government also proposes to privatise the Pakistan Telecommunication Corporation, Pakistan 
National Shipping Corporation and National Tanker Company which are all state owned enterprises. 

For further information and expression of interest please contact: 

Joint Secretary - 1, Ministry of Communications, Government of Pakistan, Islamabad. 

Phone: 92-51-214059 Fax: 92-51-828724 Telex: 5713 MEMCOM PK 




moment, aiding the process of 
private sector-driven economic 
development. This is not neces- 
sarily good for the banks, but 
it will put pressure on them to 
be more efficient. 

Of more concern to many 
bankers is how to work within 
a system where interest is 
against the edicts of Islam, and 
where it is impossible to antici- 
pate the extent to which the 
government will go to stamp it 
out 

Non-interest forms of bank- 
ing in the local banking Systran 

were introduced in 1935. Under 
the current system, even for- 
eign banks have to offer local 
depositors a profit and loss 
scheme, whereby the depositor 
gets a return bared on the per- 
formance of the bank, like a 
preference shareholder. 

Loans are banded out on a 
similar basis of lender partici- 
pation, although there is an 
alternative system of mark-up. 
whereby a bank buys a com- 
modity from the borrower and 
sells it back at a higher price, 
with deferred payment 
arranged over a fixed period. 

Foreign bankers have 
adapted “happily" to the new 
system, but are concerned 
about potential changes, fol- 
lowing last November’s Shariat 
Court decision that all interest 
was repugnant to Islam and 
that 22 economic laws must be 
invalidated. 

The court, which was intro- 
duced to ensure that the 
nation's laws conformed with 
the tenets of Islam, was also 
highly critical of the concept of 
mark-up. This has put signifi- 
cant pressure on the Govern- 
ment which has just made 
Islam ic Law the supreme law 
of the land, but had diluted 
this by stating that no chang es 
should be made to economic 
laws until a satisfactory alter- 
native was found. 

The *n bring of business and 
religion makes for an explosive 
cocktail, but the reaction 
among local bankers is 
relaxed. They say that privati- 
sation and deregulation is the 
focus of this businessman's 
government, and Islamisation 
does not sit well on that 
agenda. Their conclusion is 
that everything will eventually 
change, but it will all remain 
effectively the same. 

Simon Davies 


Government Of Pakistan 

Ministry of Communications 
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PAKISTAN faces a clear political 
challenge: to move beyond the legacy of 
military rule and firmly establish the 
acceptance of democracy. 

Mr Nawaz Sharif, the prime minister, 
rules with a parliamentary majority in 
Islamabad and his IDA (Islamic Demo- 
cratic Alliance) coalition controls the four 
provincial governments. 

But in a country ruled by army generals 
for 24 of the 45 years years since indepen- 
dence, Mr Sharifs government has yet to 
demonstrate clearly that it has fun con- 
trol. Suspicions continue over the army's 
aspirations to manipulate politics from 
behind the scenes. 

The government at times appears con- 
strained by a complex informal decision- 
making structure, often called tbe 
“troika”, consisting of the army chief, the 
president and the prime minister. 

President Ghulam Ishaq Khan, an ex-bu- 
reaucrat and formerly one of General Zia- 
ul-Haq's most trusted ministers, has wide 
constitutional powers to dissolve the par- 
liament Two years ago, he exercised them 
by dismissing the government of Ms Bena- 
zir Bhutto, which itself had unexpectedly 
come to power in elections after the death 
of Gen Zia In an air crash in 1988. 

A government minister recently con- 
ceded that there is continuing nervousness 
over the fact that “national politics and 
economic affair s need one clear decision 
making structure to go ahead rather than 
a divided one". 

In public, army leaders and politicians 
deny that there are rifts between compet- 
ing interests on important policy issues. 
But events such as a recent army-backed 
crackdown in the southern province of 
Sindh early this summer caused divisions 
between civilian and military leaders over 
the conduct of the operation. 

Mr Sharifs ruling alliance has been 
faced with rumours of an imminent 
change of government, prompted by splits, 
first with the conservative Jamaat-l-IsLami 
party and subsequently with a Karachi- 
based powerful regional party, the MQM 
(Mohajir Qaumi Movement). 

The opposition PDA (People’s Demo- 
cratic Alliance), led by Ms Bhutto, recently 
announced that it would submit en-masse 
resignations of its members from national 
and provincial assemblies to force a crisis 
which would lead to national elections. 
However, the opposition has yet to 
announce a date for such action. 

PDA politicians concede that the deci- 
sion is difficult because, if it failed to 
induce a crisis, their withdrawal could 
simply lead to by-elections for the vacant 
seats. Moreover, the opposition has still to 
generate enough public support 

The result is that, to the extent that It Is 
possibly to judge the outcome of political 
skirmishes, Mr Sharifs government seems 
set to carry on. Government officials say 
there are no clear-cut alternatives accept- 
able to the president, and the army is not 
likely to intervene directly. 

“They cannot go back to Benazir Bhutto 
because they've already tried her. Chang- 
ing governments every couple of years 
also makes it difficult to justify continuing 
this democracy," said a senior official. 

However, Mr Sharif still faces difficult 
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Prime minister Sharif: the government has not yet demonstrated Rs full authority 


□ POLITICS 


Slow march to full 
democracy 


problems. Successive governments have 
been faced with rampant lawlessness in 
the southern province of Sindh. Highway 
robbers, professional kidnappers and mili- 
tant political activists have been Involved 
in crimes, fuelling fear among the local 
population wwd business community. 

Instability In Sftvfh risks weakening the 
position of the provincial government 
which is haoVwt by Mir Shari f. At the same 
time, the fall-out could hwwfit Ms Bhutto, 
given that it is her home province. 

Islam! nation of the country's legal, polit- 
ical and economic system is a farther 
important test for the government 

Last year, a “Shariat bill” was passed hi 
the parliament, to provide the baas for 
introducing Islamic laws In the country. 
Businessmen and international lenders 
and investors are concerned about the 
implications. Mr Sharif is attempting a 
middle line, nailing for laws which make 
sense for businessmen but maintaining 
tiie government's public commitment to 
Islamisation and avoiding alienation of 
fundamentalist elements. 


The government is seeking to win popu- 
lar support through a three-year Social 
Action Programme designed to improve 
health , drinking water *nrt literacy. But 
with few opportunities for drastic cuts in 
defence spending and the government’s 
debt service payments, there is limited 
ability to speed up development 
finally, there is little evidence of a thaw 
in bitter relations with Ms Bhutto's opposi- 
tion PDA. From the government’s side, 
there are few signs of any significant 
moves by Mr Sharif to discuss concerns 
such as the alleged large scale arrest and 
victimisation of Ms Bhutto's supporters. 

The PDA, which was Itself unseated 
because of allegatinna of corruption, has 
meanwhile intensified charges of corrup- 
tion and mis managemen t a gains t govern- 
ment leaders. 

With elections for the presidency due by 
the end of next year, the divide may widen 
further in coming months, as opposing 
camps prepare for the campaign. 

Farfian Bokhari 


□ TIPS FOR THE BUSINESS VISITOR 

Take a mobile phone 


Pakistan offers significant 
opportunities for foreign 
companies seeking to 
export, import, or invest. 
Here are a lew tips for 
visitors. 

■ Pakistan is a Moslem 
country, and visitors should 
dress and act appropriately. 
Alcohol Is banned, though 
drinking does take place 
illegally in private homes. 
An exception is made for 
non-Moslem visitors, who 
are allowed to order drink 
from room service in their 
hotels. They must sign 
several forms - Including 
one swearing that the 
alcohol is for medical 
purposes - and must not 
offer it to Moslems. 

■ If you are arriving or 
travelling by air in Pakistan, 
try not to do so when a very 
very important person is 
doing the same thing. "WIP 
Movement” closes airports 
and delays all flights for the 
rest of the day. 

Reservations on all flights 
need to be confirmed and 
re-confirmed. Take nothing 
for granted and be at the 
airport by the required 
check-in time, as flights are 
crowded and there Is 
constant jockeying for 
places. This is partly 
because Pakistan has a 
Brazil-like triangle of cities. 
Karachi in the south is the 
business and industrial 
centre, Lahore is the largest 
city and capital of Punjab 
province, and Islamabad 
in the north is the federal 
capital, built in the 1960s 
in the suburbs of nearby 
Rawalpindi. 

Most business travellers 
will want to fly rather than 
take trains which are slow 
and, in the south, may not 
be safe. Avoid road travel 
in Sindh province away from 
Karachi - though the 
recent army crackdown has, 
at least for the time being, 
considerably reduced the 
risk from dacolts . or 
highway robbers, who go 
in, among other things, for 
kidnapping and extortion. 

■ Telephone lines are 
unreliable and of poor 
quality, in Karachi, it can 



The Shallmar gardens in Lahore, Pakistan's largest city and capital of Punjab province 


take hours to make a 
successful connection on 
a local call. Numbers are 
frequently changed without 
notice. This creates 
problems In setting up 
appointments and 
underlines the need for 
reliable local help in fixing 
up meetings before you 
arrive in Pakistan. 

A relatively cheap aid is 
a cellular phone, which can 
be rented for Rsl, 500-1.600 
a week, with a charge of 
Rs4 per minute for airtime 
plus the regular phone bill. 
Though this does not bypass 
the telephone network. It 
does enable you to make 
calls between appointments. 

However, the waiting time 
for Installing new telephone 
lines has dropped sharply 
- it used to be three to five 
years - and contracts with 
foreign suppliers are likely 
to hasten the process. 

■ Economic reform has 
already made doing 
business much easier. At 
least in theory, investments 
and most other business 
decisions no longer need 
official sanction. However, 
it is still useful to do 


homework on which 
bureaucrats you need to see 
in which ministry. It is also 
advisable, if considering an 
Investment, to make a full 
check on the relevant 
infrastructure, such as 
power, water and roads. 

■ Health hazards are those 
common to most Aslan 
countries. Avoid tap water. 
Ice and salads. Before 
ordering seafood In the 
north, consider the distance 
It must travel to get there. 
Consult your doctor about 
Inoculations. If you plan to 
travel in the far north, 
remember the altitude. 

■ Pakistan offers beautiful 
scenery, especially in the 
north, and tremendous - 
opportunities for trekking, 
climbing, or Just plain 
walking. Flights are 
available from Islamabad 
to Gllglt, or you can try the 
Karakoram Highway. A 
short, easy car trip from 
Islamabad into the hills 
would take In the former hill 
station of Murre8, and 
Bhurban, where a new 
luxury Pearl Continental 
hotel has just opened. From 


there you can see 
mountains stretching away 
to the horizon and be back 
in Islamabad by lunchtime. . 
Taxlla, an important 
archaeological site dating 
back at (east to the 6th 
century BC, is also close 
by. 

If you want a taste of the 
north-west frontier, go to 
Peshawar, a bustling city .. 
where Just about anything . 
is traded. Before attempting 
more adventurous travel, 
remember the unstable 
situation In Afghanistan and 
the high tension in Kashmir 
— It is not possible to cross 
the line of control into 
Indian-held Kashmir. 

The main hotels are 
Important centres of social 
life (Or the elite: the Holiday 
Inn in Islamabad and 
Karachi (both soon to 
become the Marriott): also 
in Karachi, the Sheraton, 
Pearl Continental and Awarl 
Towers: the Awari.and Pearl 
Continental In Lahore. 

Superb carpets, especially 
from Afghanistan, are by 
far the best items for the 
acquisitive visitor to target 
Leather and cotton goods 
are also of good quality. 
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Automobiles & Tyres £ 

General Tyre & Rubber Cot; 
Ghandhara Nissan DieseH2 
Ghandhara Nissan Ltd. C* 
Ghandhara Industries Lt A 
National Motors Ltd., M 

Textiles y 

Babri Cotton Mills Ltd. * 

Bannu Woollen Mills Ltd. 
Janana 0e Makjcho Textile 
Rehman Cotton Mills Ltd. 




. '• us 






easing Company Limited 
Pakistan Limited 
I Insurance Co. Ltd. 
i Pharmaceuticals (Pvt.) Ltd. 
i Sugar Mills Ltd. 


LOOKING FOR 
A GROUP OF 
EXPERTS 
WHO CAN TURN 
INVESTMENT 
OPPORTUNITIES 
INTO REALITIES? 




COME LOOK AT BIBOJEE SERVICES LTD. 


And what do you see? A team of highly qualified experts who know that 
intelligent initial pl ann i n g is vital to the long term growth of any project. 
And who can provide you with the kind of talent and expertise you need 
to set up a business and make a success of it. 

Zf all it took was imagination, then everybody would be at the top. At 
Bibojee Services (Pvt.) Ltd., we know and have what it takes to transform 
bright ideas into a dynamic reality. Because we not only believe in 
t hinkin g, we believe in doing. With the kind of drive, guts and high 
success rate that has made ns one of Pakistan's houses. 

For over three decades, the Bibojee Group of Companies has been in the 
forefront of international business In Pakistan. upe el aHalng in turn-key 
projects, rehabilltaion of ’sick' projects, joint ventures, international 
trade, financial management, inspection and mainten ance. In onr book, 
ordinary success is not enough. We don't just believe in aiming for the 
sky. we have a history of attaining it. 


So no matter what business you're in — agriculture, aviation. 
automobUes, carpets, chemicals, communications, defence, finance & 
Investment, insurance, managements, oil & gas, power generation, 
pulp 8c paper, railway, solar energy, sugar, textile, trading or 
tyre manufacturing — if you're thinking of Investing in Pakistan 
(or anywhere else in the world, for that matter) and are looking for 
experts who have both the resources and the expertise to help you 
set up your project and run it profitably. Come talk to Bibojee 
Services Ltd. The only answer we'll ever give you is the answer to 
your problems. 


Geared for tomorrow 


For Information contact : 

BIBOJEE SERVICES (PRIVATE) LIMITED 

HEAD OFFICE 

Nelsons Chambers, 3rd Floor, I.I. Chundrigar Road. 

P.O. Bax No. 632, Karachi-74200, Pakistan 
Tel: 210181-5. 219578. 215683. 215195 
Telex: 23600 BIBO PK or 24495 GTR PK 
Fax: (92-21) 2637848. Cable: "BIBOJEE" 
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URBAN DEVELOPMENT 


SECTION IV 


Friday September 18 1992 


As Whitehall encourages local 
leadership in its approach to inner 
city regeneration, council leaders 
have come to realise the need to 
work with the grain of government 
.potiey it they ,are to do the best for 
their areas; Writes John Willman. 


THE LAST two. year* have 
seen a remarkable •volution In 
UK urban pollcy f with a new 
partnership enraging .between 
the government and lmravdty 
co uncils. •. 

After a decade of antagonism 
between central and local 
government,- ministers with 
responsibility ~ for local, 
government have launched a 
charm offenafretobuild new 
relationships- . 

Previously, local government 
was seen a& an impediment to 
restoring inner-city areas - 
even, through^ its attitudes, as 
a factor In. urban decay. Now 
the emphasis in. Whitehall is 
on fostering Ideal leadership as 
part of the solution.. .. 

Rather than holding control 
over spending at the .centre, an 
increasing . proportion of 
government, funds - Is being 
dispensed to localauihorities 
to spend - as they see fit: to 
implement agreed strategies. ; 

Council leaders, ■-■for their 
part; reeognfre- that.-wlth the 
re-election « : a fourth-term 
Conservativejgovertimeni, they 
must work with the grain of 
government pt%y, ttlhey.are 
to do” tte besf for t&Sfc areas. 

The lay change ^ creating 
this new partnership in urban 
regen eratio n wagftetbtnm of 
Michael Haaeltih tf to the 
Cabinet at thfrenctof^fflo, far a 
secondtenn at the department 
of ~ flib ' ehvironment. Mr : 
Heseltine had spent .^{me . on . 


the back benches, drawing 
lessons from his first term at' 
the department and looking at 
overseas experience, 

particularly in North America. 

During his .first term, he had 
invented the urban 
development corporations 
(UDCs), to demonstrate a new 
approach to inner-city 
regeneration. Government 
funds were used to reclaim 
derelict land and provide 
infrastructure, in order to 
tempt the private sector bade 
into urban areas. Scarce public 
resources would be used to 
lever Jn winch 'larger amounts 
; of private investment, 
encouraging partnerships 
between the sectors rather 
than leaving everything to the 
public sector. 

The UDCs have had mixed 
success: some were much more 
successful than others in 
attracting private, investment; 
and the collapse of the 
commercial property market 
has stalled some of the more 
ambitious plans, especially in 
London Docklands. But none 
has failed to make an impact 
:on its area - and there have 
been spectacular successes as 
the table of comparative data 
an page 2 of this survey shows. 

' Since the UDCs are 
necessarily limited in scope to 
relatively small areas, Mr 
Heseltine sought a way of 
persuading urban local 
authorities to take the 


leadership role in similar 
strategies. The solution was 
City Challenge: offering 
significant sums of money for 
inner-city projects to councils 
which could demonstrate the 
active participation of the 
private sector. 

The money was to be 
allocated by competitive 
bidding, putting the onus on 
local authorities to make the 
case - a challeng e which most 
have taken up with 
enthusiasm, 

Mr Victor Hausner, whose 
London-based consultancy 
advises the environment 
department on the programme, 
emphasises the importance of 
the new role given to local 
government. “City Challenge Is 
probably the most significant 
nod to local authorities in the 
last decade,” he says. 

A key element of the City 
Challenge approach was its 
“one-stop” nature: rather than 
deal with several departments 
to win funding under different 
heads, councils could bid for a 
single stun to be spent in a 
number of ways. 

The size of the purse was 
alBo important: instead of 
spreading the jam too thinly 
across many areas, the idea 
was to make a significant 
impact on a relatively small 
area. Equally significant was 
the five-year perspective: 
successful regeneration 
requires the sort of long-term 
planning which the 
uncertainties of annual 
funding make difficult. 

The downside of the 
competitive bidding for funds 
is that, inevitably, there must 
be losers as well as winners. It 
Is this dement which has led 
critics to describe City 
Challenge as a gameshow - 
though this has not usually 
stopped the critics from 
bidding, often successfully, for 
ftrnds. 

But the need for there to be 
losers, pour encourager les 
autres, raises the question of 
what happens to areas which 
repeatedly fail to produce 
convincing bids. So far, some 
SO Of the 57 urban priority 
areas have been successful' but 
three - Bristol. Salford and 
Sheffield - have failed in both 
rounds. 

As the case study of Bristol 
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on page 4, shows, such a 
failure can be particularly 
disheartening for the voluntary 
bodies which form part of the 
team In putting together a bid. 
If losing knocks the stuffing 
out of those in the front line, 
the effect of entering City 
Challenge could actually be to 
damage an area's prospects. 

Already there is evidence 
that ad hoc solutions have to 
be found when City Challenge 
bids fail. When Birmingham 
failed to win funds for its 
Heartlands regeneration 


project in the first pacemaker 
round. a UDC was 
unexpectedly conjured up. 

The project was an 
ambitious partnership between 
private and public sector of 
exactly the type the 
government was keen to foster. 
Yet it looked likely to collapse 
without the funds sought 
under City Challenge for land 
reclamation and 

infrastructure. 

Creating a UDC allowed the 
government to bridge the gap 
with a similar level of funding. 


to the surprise of many who 
had thought that the 
development corporations were 
soon to be wound up. Large 
urban areas cannot be allowed 
to foil, especially when they 
are politically marginal 
Those local authorities 
which have so far failed in City 
Challenge will no doubt, look 
forward to a third round next 
year. However, the decision 
has yet to be marin on whether 
there will be another round. 
The large amounts of money 
committed to inner-city 


regeneration are an attractive 
target for the Treasury in a 
tough public expenditure 
round. 

Even if there is a further 
round, the list of urban 
priority areas eligible to bid 
will be reviewed. The 57 were 
selected on the basis of the 
1381 census, and many of the 
areas included have changed 
considerably since then. It will 
have surprised many, for 
example, that the prosperous 
south-west London borough of 
Wandsworth was in on the 
bidding, along with very 
deprived councils, such as 
North Tyneside and London's 
Tower Hamlets. 

With new data coming 
through from the 1991 census 
in November, it would not be 

surprising if the list were to tie 
amended, and even shortened, 
before a further round of City 
Challenge. 

Finally, there will be new 
opportunities for inner-city 
development once the new 
Urban Regeneration Agency is 
launched later next year under 
the chairmanship of Lord 
Walker. Mr John Redwood, the 
inner cities minister, describes 
the URA as a “roving UDC in 
his interview, on page 2. It will 
be able to dear land and - if 
necessary - sweep away red 
tape, with a healthy budget to 
encourage private sector 
investment. 

The agency will not supplant 
the existing UDCs, which will 
continue to receive separate 
funding until they are wound 
up (probably by the middle of 
the decade). However, it wfll 
work closely with them, with a 
committee of UDC chairmen 
meeting regularly with Lord 
Walker to discuss common 
problems. 

Lord Walker has extensive 
experience of urban 
regeneration from his periods 
as environment secretary and 
as Welsh secretary. In the 
latter position, he worked 
closely with local authorities, 
using government resources 
skilfully to promote 
regeneration in Wales. 

He will be equally keen to 
promote good relationships 
with local authorities, adding 
further to the constructive 
bipartisan approach which is 
now developing. 


New agency 
will help 
to restore 
derelict land 



□BY THIS time next year, 
there should be a new 
force in urban 
regeneration in England. 
Provided parliament 
approves, the Urban 
Regeneration Agency will 
have powers to reclaim 
and develop derelict and 
under-used land. 

On page 2 of this survey. 
Mr John Redwood, the 
new inner cities minister 
{pictured), is interviewed 
about the plan to extend 
nationwide the approach 
that has been so 
successful for the urban 
development corporations. 

ALSO IN 


QThe UDCs: key facts and 
achievements. 2 


□City Challenge has 
accomplished much, but it 
has not entirely silenced 
its critics. 

□Merseyside's battle with 
market forces. 3 


□City Challenge winners 
and losers: reports from 
Lambeth, Birmingham, 
Tyneside, Bristol and 
Coventry. . 4 


□The Urban village: a 
princely concept 
□Canary Wharfs shadow 
over the East Thames 
Corridor. 5 


□Reports from Scotland 
and Wales. 6 
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Interview: John Redwood 

New agency will 
revive tired land 


The UDCss who’s who, and what’s been accomplished so far 


BY THIS time next year, there 
should be a new force in urban 
regeneration in England. Pro- 
vided parliament approves, the 
Urban Regeneration Agency 
CURA) will be up and running, 
armed with powers to reclaim 
and develop derelict and 
under-used land in England - 
and up to £3 00m a year to 
spend. 

For Mr John Redwood, the 
new inner cities minister, the 
URA offers an opportunity to 
extend nationwide the 
approach which has been so 
successful for the urban devel- 
opment corporations (UDCs). 

‘'Development corporations 
were the right way forward for 
large blocks of land in one 
place, which needed a big bud- 
get to revive," he says. "The 
URA will tackle smaller areas, 
as a sort of roving UDC. 

"There rem ains over 150,000 
acres of land in our towns and 
cities which could be better 
used. The URA will have funds 
which can be used to trigger 
private-sector Investment, and 
compulsory purchase powers 
where needed to assemble land 
for development.” 

The URA will take over 
responsibility for two parts of 
the urban programme: 

■ Derelict land grant, which 
over the past four years has 
funded the treatment of 10,000 

John Willman talks 
to the new minister 
responsible for the 
inner cities about 
the next step in the 
reclamation of the 
UK’s wasted acres 

acres of derelict land, mainly 
by local authorities; and 

■ City grant, introduced to 
help the private sector develop 
inner-city sites which would 
not otherwise have been viable 
- it has levered in £lbn of 
private investment since 1988. 

These two grants will imme- 
diately give the agency control 
over more than £100m of gov- 
ernment expenditure. But the 
URA will also take over 
English Estates, the govern- 
ment body which helps provide 
industrial and commercial 
premises In the assisted areas 
and certain other development 
areas. Sales of land and prop- 
erty by English- Estates could 
provide another £200m a year 
for the URA. 

Ideally, the agency will act at 
the request of a local author- 
ity. says Mr Redwood. In most 
cases, 30 active partnership 
with the local council will be 
essential, for the URA will not 
automatically have planning 
powers. 

In exceptional circum- 
stances, however, the agency 
will be given development con- 
trol powers in areas designated 
by the secretary of state. But 
even then, development would 











John Redwood: ‘cash, contacts and expertise' 
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Development corporations were the right way forward for large 
blocks of land in one place, which needed a big budget to 
revive, says the minister. The URA will tackle smaller areas 


have to be within the frame- 
work of the local planning 
authority's plans. 

“There will be considerable 
attractions Tor local councils to 
co-operate with the agency," 
Mr Redwood says. “The URA 
will have cash, contacts and 
expertise which can all assist 
local efforts." 

With larger projects, there 
may even be some form of 
local participation, with a 
steering group bringing 
together all the partners 
required for successful urban 
regeneration: central govern- 
ment the local authority, the 
private sector and voluntary 
and community groups. 

it is the creation of such 




















Buiinm Is booming in 
IraHsrd Perk end the reason 

far it Is simple. 


So improve Hie environment 
Including: 

o 216 acres of derelict land 


Sinco 1 987, Tr afford Park reclaimed. 

Development Corporation has • Mora than 12,000 trees and 

Invested more than £100 million shrabs planted. 

which has helped to generate a 194,000 square feet of new 


private sector. 


3.4m square feet of new 
development and 7.4km of 

now/improvod infrastructure schemas have been completed 
hove been completed and 13 or ore underway, 
major property developments In addition over 8,600 

are either completed or under new jobs have been created 
construction. and training and employment 

The Corporation is continuing irrifialrvai set up by the 


ate a 194,000 square feet of new 
the cladding provided to run-down 
buildings. 

«w In all mare than 13S 


Corporation have ensured that 
729 people have received 
relevant training - helping to 
create real and lasting jabs for 
the community. 

It is inve s t m e n t of tWs kind 
that is baRding a bright and 
successful future. And we think 
that's money well spent. 


environmental 


improvement 


trafford park 

MANCHESTER 


BUILDING A STRONG FUTURE ON A PROUD PAST 


Merseyside March 
1981 


London 

Docklands 


Initial nature of area 

Derelict dockland, polluted 
waterfront - complete 
dereliction 


Derelict docks and associated 
industry - 45% of area derelict 


1991-92 Total 
expend, grant 
grant- rec’vd 
Initial In-ald so lar 
pop- (£mf (Cm) 

7.000* 30 268 


Private 

sector 

investin'! 

so tar Chief 

(Cm) executive 


Eric 

Sorensen 


Trafford 

Park 


Black 

Country 


1.267 Mature industrial estate - one 40 28.1 62 558 Michael 

Uiird derelict or under-used Shields 


2,800 Derelict metal-working and 
other Industrial sites, with 
population interspersed 


35,000 46 J! 


4,565 Former ateel and chemical 950 56.2 

Industry sites - more than half 
derelict or unused 


David 

Morgan 


Duncan 

Hall 


Tyne & Wear May 
1987 


2£75 Shipbuilding and riverside 3.700 31.4 126 450 Alastalr 

Industry, one-third derelict Balls 


Cardiff Bay 


1.100 Old docklands, 25% derelict or 5.600 32.6 124 115 Michael 

under-used Boyce 


Central June 187 Heavily built-up mixed-use 

Manchester 1988 centre area, 40% derelict or 

under-used 


Mixed Industrie/ sites, 

Including former power station, 
20% derelict or underused 


186.8 John 

Qlester 


Former steel sites, 40% 
derelict or unused 


Bristol Jan 360 Mixed Industrial area, 20% 1,500 16.5 35 

1989 derelict or under-used 


partnerships across the coun- 
try that Mr Redwood sees as 
the great achievement of 13 
years of Conservative urban 
regeneration policy. He is par- 
ticularly enthusiastic about 
City Challenge, the process by 
which inner-city areas bid for 
funds for urban regeneration. 

*Tt was one of Michael 
Heseltine's most creative ideas 
on his return to the environ- 
ment department." he says. 
"City Challenge changes the 
way that people look at rege- 
nerating their area: they real- 
ise that it can’t be done by 
government money alone." 

On arriving at the depart- 
ment of the environment's 
Marsham Street headquarters 


Birmingham April 1,000 Run-down Industrial area. 
Heartlands 1992 Including former gas and 

electricity sites. 25% derelict 
or under-used 


12,000 na 


Plymouth By end na Former naval victualling yard. na 
1962 former RAF base and adjoining 

land 

Total Mtoobig manalon al UDC wm In 1988. >ta>im aaaBaMa (lauich recant or bum ln«nt) 


in the post-election reshuffle, 
he was faced with 54 bids for 
hinds in the second round of 
City Challenge. To the surprise 
of officials, he decided that 
every bidding authority should 
have the opportunity to make 
a presentation of its case to a 
minister - John Redwood per- 
sonally sat In on some 20 bids. 

Choosing the winners was no 
simple matter. 

“la every case, we asked our- 
selves the question, does the 
scheme make sense - will it 
work? Some d Id not, but most 
did, so we then went on to 
make the hard decisions about 
which offered the best way to 
spend the money. 

"There was no difficulty in 
agreeing on the 10 best propos- 
als, or in eirminflHng the weak- 
est But in between, there was 
a large block of bids of merit 
which were very difficult to 
separate. 

“At the margins, we came 
down to examining levels of 
relative deprivation to select 
which should go forward.” 

Mr Redwood is sensitive to 
the plight of the tmsuccesrful 
bidders, especially those who 
have foiled in both rounds. 

"We have tried to include an 
outline of the reasons when 
writing to those local authori- 
ties which were unsuccessful," 
he says. “1 am very open to 
discussion to help improve the 
chances of subsequent bids.” 

And be points out that the 
plans drawn up to prepare bids 
are not wasted: they can be 
used to apply for funds under 
other parts of the urban pro- 
gramme or to raise capital 
from the pri v ate sector. 

Despite his evident enthusi- 
asm for the way that City Chal- 
lenge galvanises local authori- 
ties, Mr Redwood cautions that 
the jury Is still out an whether 
it can deliver its promise. 

“It remains to be seen 
whether the partnerships 
which are formed to mount 
bids can be held together " he 
says. "We shall be following 
their progress closely, ensuring 
that targets are met” 

But he is confident that a 
new relationship is developing 
between the Conservative gov- 
ernment and the largely 
Labour-controlled Inner-city 
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Address and 
te lephone number 

Royal Liver Bldg 
Pier Head 
Liverpool L3 1JH 
05 T 236-6090 


Thames Quay 
191 Marsh Wall 
London El 4 9TJ 
071 5/2-3000 


Trail’d Wharf Rd 
Wharfs Ida 
Trafford Park 
Manchester 
M17 1EX 
061 848-8000 


Black Ctry Hse 
Rounds Green Rd 
Oldbury 
West Midlands 
869 2DG 
021 511-2000 

Dunedin House 
Riverside Quay 
Stockton-on-Tees 
Cleveland 
TS17 8BJ 
0642 677123 

Scotswood House 
Newcastle 
Business Park 
Neweaatie-upon 
-Tyne NE4 7YL 
097 226-1234 


Baltic House 
Mount Stuart 

Square 
Cardiff CF1 SDH 
0222 471576 


Churchgate House 
56 Oxford Street 
Manchester 
Ml 8EU 
061236-1106 


South Point 
South 

Accommodation Rd 
Leeds LS10 1PP 
0532 448273 

Don Valley House 
Savlle St East 
Sheffield S4 7UQ 
0742 720100 


Techno House 
Redcliffe Way 
Bristol BS1 6NX 
0272 256222 


6th Floor 
Watarilnfcs House 
Richard Street 
Birmingham 
B7 4AA 
021333-3060 


Key 

achie vements 

Regeneration of 
Albert Dock; 1984 
international 
Garden Festival; 
Brunswick Business, 
Park 

Over halt derelict. 
land reclaimed, 

27m sq ft of 
non-housing space 
created. 16JW0 
homes built, and 
population up . ■ r~ 
20,000 

Created 9,000 new . 
jobs, attracted - 
488 new companies - 
and will be site . 
of Channel Tunnel - 
terminal for 
Gtr Manchester 

Created 9.500 new 
jobs, acquired 
target of 400ha 
land and building 
spine road link 
to motorway 
network 

6,025 new jobs 
created. 160 now 
companies 
attracted, and 
over 1m sq It of 
non-housing spaoe 
built 

Over 300ha of 
derelict land 
reclaimed; 1.84m 
sq ft of non- 
housing space. 

8.300 jobs and 
1,400 homes 
created 

Over 500ba 
acquired for 
development to 
create up to 
1m sq ft of 
non-housing 
space. Cardiff . 

Bay barrage 
expected to 
start work 1993 

More than a 
quarter of 
derslkWunused - 
land reclaimed, 
with over 
800.000sq ft of 
non-housTng apace 
created 

Created 6.500 , ; 
jobs and built 
2 An sq ft of , 
non-housing space, 
attracting Royal--' 
Armouries to Leeds 

88ha of lend .. 
reclaimed (fnef. •' 
major Industrial •' 
sites). Retail 
warehouse park of 
200,000 sq ft 
fully let 

Over 300,000sq ft 
of non-housing 
space and 110 
houses built 
550 permanent 
jobs created 

£50m ot government 
grant promised 
over five years 
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To be located 


£46m of government 
grant promised 
. over five years 

Source: orbmn daretapmoot coqwVom 
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Tha 24-acre canal basin occupies an Important site in the centre at Sheffield, and Is the subject of a OQm mixed-use scheme. The 
first stage of Us development, to feature the waterfront area and the restoration of listed buildings, will begin : 


local authorities. One symbol 
of that is the partnership 
between the prime minister 
and the of Manchester 

city council to bid for the 
Olympic games on behalf of 
the etty. 

Another is the more emol- 
lient approach taken to the 
reform of local government 
management Proposals put 
out by Mr Heseltine for consul- 
tation last year - which 
included the introduction of 
directly elected mayors - have 
been referred to a working 


group, including local author- 
ity representatives, to examine 
best practice and come up with 
an agreed approach. 

“We wish to work with local 
councils," says Mr Redwood. 
“And there is a realisation on 
their side - particularly since 
the election - that if they 
want to speak for their own 

areas, they must taiir to us." 

After 13 years of often open 
warfare between Whitehall and 
the town halls, Mr Redwood's 
desire for a new relationship 
will be widely welcomed. 


SPECIALISTS IN URBAN DEVELOPMENT AND GRAIvr CONSULT ANCvH 


attorn Brides Suest, Lenta BOV 4AB 
CONTACT ALAN BAKER 071 W 
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In reviewing the achievements of City Challenge, Andrew Adonis finds that it has not entirely silenced its critics 

Even the unsuccessful value the contacts made 



Michael Howard believes that the experience ol applying will bear hurt for the losers 


Picture: Ashley Ashwood 



CITY CHALLENGE is the 
government's flagship 
programme for urban 
regeneration. 

Launched by Mr Michael 
Heseltine, in his second stint at 
the Environment Department 
between the end of 1990 and 
this year's general election. It 
has now gone through two 
rounds, embraces 30 of 
England’s 57 urban priority 
areas (UPAs). and will con* 
sume more than £lbn of cen- 
tral government urban pro- 
gramme funding over the next 
six years, around a sixth of the 
total 

“City Challenge is about 
vision, quality, partnership 
and expecting local authorities 
to lead their communities with 
flair and imagination," 
declared Mr Heseltine, announ- 
cing the first-round winners 
last year. 

In more concrete terms, four 
principles underlie City Chal- 
lenge. They are that: 

■ Local authorities should 
work with their local business 
and voluntary sectors in form- 
ing and implementing regener- 
ation plans; 

■Government Rinding for 
urban regeneration should be 
used as ‘leverage" for contri- 
butions from the private sector 
and other public bodies; 
■Councils should prioritise 
their aspirations and give real 
impetus to the most urgent; 
■Long-term funding should be 
available to see projects 
through to completion, freeing 
regeneration projects from the 
tyranny of the annua? public 
spending round. 

Most City Challenge winners 
have chosen to manage imple- 
mentation through an arm's- 
length company broadly repre- 
sentative of the main develop- 
ment partners. This is not a 
requirement of the scheme, but 
is looked upon favourably by 
ministers. 

To give an edge to the pro- 
cess, City Challenge was 
designed as a competition, forc- 
ing councils to bid against 
each other Cor available hinds. 
Tbe " losers ”, it was hoped, 
would gain tips from the "win- 


ners", so that they could win 
on the next round. Since virtu- 
ally all the 57 eligible authori- 
ties are Labour-controlled, tbe 
room for political favouritism 
is li m ited - and appears to 
have played little part in decid- 
ing tbe winners. . 

City Challenge was greeted 
with near universal cynicism 
by councillors In the UPAs, but 
it now receives endorsements 
(albeit qualified) from surpris- 
ing quarters. Few council lead- 
ers deny the value of contacts 
and efforts made in preparing 
City Challenge bids. Many of 
them also appreciate the spin- 
offs, not least the regular bring- 
ing together of ministers and 
Labour councillors to discuss 
objectives and problems, one 
aspect of the steadily improving 
relationship between central 
and local government 

City Challenge now 
receives endorsements, 
albeit qualified, from 

surprising quarters 

"Now I feel I can get on the 
phone to Redwood [tbe local 
government minister] to talk 
things over,” says one London 
borough leader, not noted for 
cordiality towards Tory politi- 
cians. 

Labour objects to the com- 
petitive bidding element, "los- 
ing” councils protesting loud- 
est There is also concern at 
tbe inflexibility of the scheme: 
all winners in the first two 
rounds got £37.5 m over five 
years, whether Barnsley or Bir- 
mingham, and they are were 
required to show a "leverage 
ratio" of government to private 
and other public funding of at 
least 3:1 to stand a chance of 
winning. 

The greatest source of com- 
plaint, however, is the way 
City Challenge is resourced - 
by "top slicing” of funds, 
mainly from the four main 
existing urban programmes. 
For losers in both rounds to 
date, notably cities like Bristol, 
Leeds and Sheffield, the grant 
implications are alarming. 
They could become more seri- 


ous stffl if, as rumoured, urban 
funding suffers in this 
autumn’s public spending 
round, ..because existing City 
Challenge funding is guaran- 
teed to winners in the first two 
rounds regardless of future 
cuts to the budgets from which 
they are drawn. 

Such cuts could also put paid 
to the third round of City Chal- 
lenge, currently pencilled in 
for 1994. 

"If there Isn’t enough cash 
for at least 15 winners, it won't 
be worth doing,” says one 
insider. “To offer five or six 
would look ridiculous.” 

Projects funded in the first 
two rounds fall broadly into 
three categories: those for 
run-down areas of cities, aiming 
to link them in to their local 
economies (like Bi rmingham 's 
Newtown project); those for 
redeveloping other areas of 
cities, linking projects in to 
neighbouring areas of depriva- 
tion (hke Nottingham's plans to 
relocate, the Sneiton wholesale 
market to release the rite tor 
office, retail and workspace); 
and "single .town” bids, where 
£37.5m phis leverage ought to 
enable a medium-sized town at 
least to tackle most of its urban 
problems. The second-round 
awards to fQrklees (for Keigh- 
ley), Sunderland, Stockton and 
Hartlepool toll into this last cat- 
egory. 

Taking the two rounds and 
all the bids together, how is 
the initiative developing? 

Mr Chris Griffin, of Victor 
Hausner Associates, which 
advises the Environment 
Department on City Challenge, 
sees a "significant advance in 
understanding- by councils as 
to what is wanted”. This is evi- 
denced, he argues, partly In 
their selection of development 
areas and partly in the quality 
of their proposed partnerships 
with the voluntary and busi- 
ness sectors. 

"There is much more local 
analysis and prioritisation, and 
much heavier involvement by 
the other partners,” he says. 
"The second-round winners 
took on board better than the. 
first the need for an integrated 


strategy rather than just a 
shopping list of worthwhile 
projects with 'hopefully' writ- 
ten by the side.” . . 

Nonetheless. Mr Griffin 
believes that greater effort Is 
needed to develop indigenous 
industries, and he describes 
many of the estimates of 
income to be "leveraged" from 
the private sector as "little 
more than fingers in the 
wind.” He Is careful to add, 
though, that where there is no 
a single large developer with 
tbe necessary land - as with 
the Derby and Nottingham 
schemes - It Is difficult to be 
more precise. 

Studies of the respective suc- 
cess of winners in realising 
their projected "leverage" will 
make important reading in a 
few years’ time More immedi- 
ately pressing for the winners 

‘Second-round winners 
took on board better 
than the first the need 
for integrated strategy’ 

is establishing their executive 
teams and local companies, and 
getting their projects and part- 
ners finalised and signed up. 

As for tbe losers, Mr Michael 
Howard, the new environment 
secretary, claims that the expe- 
rience of applying- alone will 
bear fruit. "The' map plan 
unsuccessful authorities have 
drawn up will provide a focus 
for future development of their 
area, and may be used as a 
basis to make progress through 
private and public funding of 
some initiatives.” 

"Weasel words: in reality, it’s 
cots all round," says the Asso- 
ciation of Metropolitan Author- 
ities. 

Much depends on whether or 
not there is a round three. If 
there is, the main losers in the 
second round will make hercu- 
lean efforts not to lose out 
again (as did Birmingham 
when it lost the first time); and 
ministers will be under pres- 
sure not to award two pots of 
gold to the same authority. 
None of the winners in round 
one won in round two. 


• BIRMINGHAM TELEPHONE: 021 747 4000 • BRISTOL TELEPHONE: (0272) 778333 • CARDIFF TELEPHONE: (0222) 344755 • 
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Albert Dock, which attracts more than 6m visitors a year, is one example of outstanding success 

Merseyside needs the kind of aid that City Challenge offers 

Battling with market forces 



WHEN THE government put 
urban funding up for competi- 
tion in 1991, it changed the 
rules governing City Challenge 
after the first 16 local authori- 
ties had been allowed into the 
fray. 

They bad been picked by 
civil servants to fight each 
other for 10 prizes of £7.5ra 
each for five years; but when 
the winners were announced, 
there were ll - and one extra 
competitor had been let in, 
bringing the field up to 17. 

Mr Michael Heseltine, then 
environment secretary, said 
two local authorities had made 
bids of such equal merit that it 
would have been unfair to 
choose between them. 

He would not say which they 
were, but the evidence now 
suggests that they were Liver- 
pool and Wirral, giving Mersey- 
side two winnere in one year, a 
politically surprising result. 

As in many a contest, coinci- 
dence and luck played an 
unfair part. Mr Heseltine was 
scheduled for a routine minis- 
terial visit to Wirral the day 
after last year's local govern- 
ment elections, but Ms Yvonne 
Nolan, Labour leader of the 
council who supported non- 
payment of the poll tax, lost 
her seat, throwing tbe 
arranged programme into dis- 
array. 

In stepped Mr Alan White, 
the council's thrusting chief 
executive, to fill tbe gap. He 
and his economic development 
team had been stung at being 
excluded from the City Chal- 
lenge race so as to allow Liver- 
pool a clear run as Mersey- 
side's sole representative. 

He made the most of having 
a captive audience, won his 
argument and Wirral won the 
extra prize. 

This year, Merseyside's other 
dockland borough - Sefton - 
was also among the winners, 
which means the county now 
has three dollops of £7.5m-a- 
year of City Challenge money. 

This is on top of the annual 
£20m-plus that Merseyside 
Development Corporation has 
been getting since 1981 and 
extensive disbursement 
throughout the county of dere- 
lict land grants, urban develop- 
ment grants and city action 
grants for private sector pro- 
jects. 

Merseyside needs this sort of 
aid, because market forces 
have been running against it 


for most of this century. The 
pattern of world trade 
changed. So did shipping tech- 
nology. The resultant problems 
took generations to reach crisis 
point, but may also take gener- 
ations to solve. Local political 
extremism is easier to under- 
stand when set against the 
frustrations involved. 

Economic structure is cen- 
tral to any analysis. There is 
too narrow a base of indus- 
tries, a poor mix or big and 
small employers, and a tradi- 
tion of low skilled labouring 
among too many male workers. 
Add social and housing dis- 
tress, and the most sustained 
depopulation in Britain is 
explained: Liverpool is about 
two-thirds the size it was in the 
1950s. 

The pattern and effect of tar- 
geting spending since 1979 is 
now emerging. Government 
urban policy Initially concen- 


In Liverpool, this centred on 
the waterfront and several 
miles of small, disused general 
cargo docks. In Wirral, it was a 
half-redundant, but still active 
docklands area between Walla- 
sey and Birkenhead. In Sefton, 
it was In Bootle - where most 
of the docks are still use, but 
their hinterland is shabby, and 
looks as though it has never 
quite got over the May blitz of 
1941- 

Indeed, whenever the Luf- 
twaffe bombed the part, they 
usually hit Bootle. The devas- 
tation was so bad that it was 
an official secret until public 
records were opened in 1971. 

This will even affect what 
happens now. Mr Chris Older- 
shaw. who has led most of the 
work on Sefton's City Chal- 
lenge, says some areas may 
have to remain undeveloped: 
several large public shelters 
were hit by bombs and sealed 


Ian Hamilton Fazey depicts a winning 
conurbation. . . More winners (and 
losers) are profiled on the next page 


hated on restoring the Liver- 
pool waterfront, control of 
which was removed from the 
city council, and on several 
Large projects in the conurba- 
tion. 

The Albert Dock, which now 
attracts more than 6m visitors 
a year, is one example of out- 
standing success. So is Waver- 
tree Technology Park, which 
has brought hundreds of high- 
technology jobs into Liverpool; 
so too is Ravenhead Renais- 
sance, which is reclaiming 
acres of land poisoned by 18 th 
and 19th century glass and 
chemicals works in the middle 
of St Helens. 

The three City Challenge 
schemes will - fill “important 
gaps. All derive from the 
changing nature of Merseyside 
as a port The port is actually 
thriving again now, thanks to 
demanning, modem technol- 
ogy, and Britain's most suc- 
cessful freeport - an area 
within the docks with a VAT- 
free internal taxation regime. 

But it is Merseyside's redun- 
dant dockland, designed for an 
age of small general cargo 
ships and manual handling - of 
cargoes, that has been the root 
cause of physical and infra- 
structural problems. 


with bodies unrecovered. They 
are unmarked war graves, but 
Mr Oldershaw says local peo- 
ple know where they are and 
do not want them touched. 

However, this will not stand 
in the way of council tenants 
being relocated away from the 
docks, where their fives ham 
been blighted by dust from 
imported coal. A buffer rone of 
industry will separate docks 
and housing, a large business 
park will be built within the 
freeport, better roads will 
improve links to Liverpool and 
the motorway network, and 
Bootle town centre will get 
new offices and shops. 

The resurgent Mersey Docks 
and Harbour Company 
QODHC) will be one of Sefton's 
main partners, along with P&O 
Properties and Neptune, a Mer- 
seyside property development 
company. 

The MDHC will also be prom- 
inent in Wirral's City Chal- 
lenge area, which straddles 
Birkenhead docks. The freeport 
is being extended to these 
docklands, where dockside 
land is being cleared for facto- 
ries. 

Park Food Group will also be 
active, expanding on to derelict 
land it has bought next to Us 


premises. A sports centre will 
be built nearby, next to tbe 
training ground of Tranmere 
Rovers, the football club which 
Mr Peter Johnson, Park’s 
chairman, also owns. 

The council has already built 
a strong partnership with the 
private sector called the Wirral 
Investment Network (WIN). Mr 
Peter Coffey, the City Chal- 
lenge director, says this will 
play a full role, along with a 
Community Action Network 
(CAN) formed by the 29,000 
people living in the area - 
CAN-WIN, hi combination. 

While Sefton's challenge 
area also has 29,000 people in 
it, Liverpool's is very different, 
with only 4,000. Its problems 
are, however, just as much a 
legacy of changed economic 
structure, for the area is In the 
city centre. 

As if to underline the legacy 
of bygone days of frenetic 
Atlantic trading and emigra- 
tions to the US, there are 890 
listed buildings. Keynote pro- 
jects include the refurbishment 
of the Philharmonic concert 
hall, and the creation of a 
"tome" school - the Liverpool 
Institute of Performing Arts - 
out of a listed, disused schooL 
Littlewoods, Liverpool Daily 
Post & Echo, and Royal Insur- 
ance are all actively involved 
with the city counciL So are 
the city’s two universities - 
Liverpool and John Moores - 
and the government’s Mersey- 
side task-force of civil servants. 
Neptune Developments and 
Amey Hynd, a local construc- 
tion company, are other play- 
ers. 

In spite of this necessarily 
large network of concerned 
involvement, Mr Peter Wilson, 
who has been seconded from 
the task-force to be deputy 
director of the challenge team, 
says; "We have made the struc- 
ture as simple and informal as 
possible. If we fry to be too 
formal, things might become 
more time-consuming for 
senior people in the private 
sector." 

The best news for Mersey- 
side, however, is that in ail 
three City Challenge areas, pri- 
vate-sector commitment looks 
large and secure. To the world 
at large, this is Important in a 
community where partnership 
had no hope in the divisive, 
politically sectarian days of the 
mid-1980s, when Militant pul- 
led Labour’s strings. 



Victoria Mcw» development In “Birmingham Heartlanda" - a joint venture with the City Council 
and other developers contributing to the regeneration of over 2,000 acres of East Birmingham. 

IT TAKES 

NATIONAL STRENGTH 
TO REBUILD 
LOCAL PRIDE 


a, 


That's why Wimpey Homes can look back on 
a decade of real achievement in urban renewaL 
We've built a national network of people who 
bring local understanding to complex development 
problems and. to the housing needs of the 
community. 

We're determined to go on bringing the same 
levels of quality to this area as we 
do to every sector of construction. 



We’re dedicated to a flexible approach and 
innovative ideas. 

Above ail, we're ready to look at each different 
vinix of. problems in a new and different way, for 
everyone’s benefit 

That’s vital when you want to rebuild 
communities, rather than just rebuild. 

Ring for our brochure, and 
we'li show you why. 


THE CONSTRUCTIVE PARTNER 


s 

A 

M 

O 

s 

• 

E 

3 


m 

s 

I 

m 

o 

£ 

ss 



9 SOUTHAMPTON TELEPHONE: (0703) 476711 • WITHAM TELEPHONE: (0376) 512721 • 


intfOTirTiT ir'T**’*' ;rAr __'' , _ _ 


■ iX 

. 

v,v. 




.'ft 


) ® 







rv 


FINANCIAL TIMES FRIDAY SEPTEMBER 18 1992 


URBAN DEVELOPMENT 4 


■ How three City Challenge winners will spend the money 

Lambeth walks a tightrope 


Lambeth City Challenge : How it works 
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VER SINCE the 1981 
city riots, which 
shook the British 
establishment, Brix- 
ton, in south London, has been 
synonymous with urban blight, 
deprivation and racial tensi on. 

Since Lambeth, its parent 
borough, also happens to be 
one of the two “red Ls” which 
did so much to foster Tory 
hatred of local government in 
the 1980s (Liverpool being the 
other), the central/south Lon- 
don borough's success in win- 
ning £37-5m to redevelop cen- 
tral Brixton in this year's 
second round of City Challenge 
merits a note of its own. 

If City Challenge were a com- 
petition to find the 20 most run 
down areas in the country, 
Lambeth would win every 
time. It has a higher number of 
unemployed than any other 
London borough, and nearly a 
third of them live in central 
Bruton. The borough has the 
second highest proportion of 
lone parents in London, a quar- 
ter (5,000) of whom live In Brix- 
ton. 

Unemployment in Brixton is 
around 30 per cent (against 12 
per cent for London as a 


whole). Barely one in eight of 
Its residents are professional or 
managerial, and only one in 
four of its properties ls owner 
occupied (against 58 per cent 
for England and Wales as a 
whole in 1981). 

That litany may paint too 
bleak a picture. The Brixton of 
1981 was a whole lot more 
run-down than it is today. The 
area directly opposite Brixton 
station has been redeveloped 
and now looks much like any 
other south London high 
street, featuring a large Body 
Shop and an attractive shop- 
ping arcade. 

Relations between the police 
and the ethnic communities 
are also Improved. As for Lam- 
beth council, its glossy, pro- 
business, cross-party City Chal- 
lenge would have been incon- 
ceivable in the days of “Red 
Ted" Knight. Rumour has it 
that the borough's for left was 
waiting for the bid to foil to 
condemn its very attempt as a 
sell out; if so, its success can 
only strengthen the efforts of 
Ur Stephen Whaley. Lambeth's 
moderate leader, to bring Lam- 
beth back into the Labour 
mainstream. Mr Whaley 


chaired the City Challenge 
steering group and made a per- 
suasive presentation to Envi- 
ronment Department minis- 
ters. 

The area behind Brixton sta- 
tion is the focus of the City 
Challenge programme. The 
project's flagship is a P&O 
Developments scheme to rede- 
velop the 230,000sq ft zone into 
a mixed office, retail and mar- 
ket area, in conjunction with 
Lambeth and London Trans- 
port. 

Unlike so much so-called 
“regeneration" in past decades, 
the plan builds on the existing 
community, preserving the 
street market and Electric Ave- 
nue's shopping arcade, and 
providing for a new retail cen- 
tre, office space, a leisure cen- 
tre. and a facelift for the 
shabby buildings and streets in 
the area. 

The aim, says the blurb, is 


“to lift Brixton to a level where 
it can once again become a 
self-sustaining town centre 
which fully meets the needs of 
local people". Whether any 
integral part of London needs 
to be fully “self-sustaining” is 
debatable, but if the develop- 
ment brings more vitality and 
business, and a greater sense 


of safety, to the centre of Brix- 
ton it will have achieved 
enough. 

That one project accounts for 
half of the £80m budgeted to 
come from the private sector 
as a result of City Challenge. 
To match P&O’s £40m, City 
Challenge will put up £8m - 
without which, say P & 0, they 


could not have contemplated 
going ahead with the scheme 
for “some time.” City Chal- 
lenge has not just brought 
funding; it concentrated the 
co uncil' s mind on the planning 
aspect, and an outline planning 
consent has been granted. Mr 
Basil Wlnham, P&O's deputy 
chairman, was a member of 
the City Challenge Steering 
Group, and closely Involved in 
the submission. 

"City Challenge has brought 
the council together with the 
private sector in an entirely 
new way," says Ms Bernadette 
Mardram, an assistant director 
of Housing at Lambeth, sec- 
onded to manage the City 
Challenge bid. "It’s been a 
holistic process - a genuine 
coming together of businesses, 
the council, local schools, the 
police, traders and voluntary 
organisations.” 

Ms Mandram's office in Brix- 


ton's “Enterprise Centre" is 
provided by BAT, the tobacco 
and insurance conglomerate, 
which has also seconded an 
employee full-time to work on 
the project. Mr Brian Hutchin- 
son, of BAT, was a member of 
the steering group and went 
with Mr Whaley to press Lam- 
beth's case before ministers. 
The police seconded an officer 
to help prepare the bid, and 
will give another for the imple- 
mentation. 

Por the rest, the programme 
is a compilation of 65 projects 
- some of them fairly definite 
development plans, others lit- 
tle more than pious aspira- 
tions. There is a strong empha- 
sis on education and training: 
everything from an “atten- 
dance improvement project" 
(City Challenge £215,000, coun- 
cil £50,000), under which teach- 
ing staff will be trained in 
methods to reduce truancy, to 
a new Careers and Employ- 
ment Guidance Centre (City 
Challenge £200,000, council 
££3m, Training and Enterprise 
Council £400,000, Employment 
Service £1.3m), which will 
locate the local careers service 
and adult guidance project in 


single premises, together with 
the Employment Department's 
one-stop advice and benefits 
shop, and a TEC-funded Action 
Planning Service. 

Now comes the nitty gritty 
of producing an action plan 
and turning “bare bones" 
schemes into formal contracts. 
The implementation of City 
Challenge will be managed by 
Brixton Challenge Limited, a 
“hands -ofT company set up for 
the purpose. Lambeth . will 
appoint only three of the 14 
directors of Brixton Challenge 
and. given the cross-party 
nature of the programme, even 
they will not simply be the 
voice of the ruling Labour 
group. 

Lambeth's City Challenge 
programme is dressed up like a 
corporate plan. It begins with a 
“vision", specifies objectives, 
then outlines strategy with 
maps and statistics galore. The 
■■vision” is 2,000 Jobs, 8,000 
training places, and turning 
Brixton into “the centre of 
multicultural entertainment 
and shopping in south Lon- 
don." Watch this space. 

Andrew Adonis 
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Brum bounces back 


WHEN Birmingham succeeded in winning 
a slice of the 1992 City Challenge funds, 
the UK's largest metropolitan authority 
had dearly learned from its 1991 failure. 

The rejection of its earlier claim had 
been quite unexpected, and the dty had 
wasted bid-preparation time by arguing 
with the government over the terms of its 
claim- 

Having assumed that it would be 
granted funds, because Birmingham is 
always granted funds, it came as a shock 
to be told by the government that it 
should be co-operatmg more with other 
organisations to secure regeneration. 

The 1992 City Challenge bid, however, 
showed that the dty council had backed 
away from a century of paternal tradition, 
and has perhaps finally shed the notion 
that it always knows best. 

Not only does the bid contain policies 


which. In Birmingham terms, are radical 
indeed, for a devolution of its authority 
down to the local level as far as the provi- 
sion of its own services are concerned, but 
it was also based on a massive consulta- 
tion with local residents. 

Newtown-South Aston, the focus of the 
1992 bid, is on the north aide of the city 
centre. Forty-five per cent of the popula- 
tion is Afro-Caribbean or Asian. Unem- 
ployment rates are double the dty aver- 
age, 91 per cent of the dwellings are 
council-owned, and 60 per cent of employ- 
ment is tied to recession-ridden manufac- 
turing. 

The area exemplifies in the most stri- 
king fashion that increasingly serious Brit- 
ish urban problem: a district becoming 
separated from the economic cycle. 

The main spending elements of the plan 
for Newtown-South Aston are linked, on 


one hand, to business development and 
training, and, on the other, to housing. A 
training and education zone will be estab- 
lished, to harness in partnership all the 
bodies involved in the sector. Business 
will be stimulated, it is hoped, by the 
provision of new premises on the rite of 
the old Lucas industrial complex, on land 
owned by King Edward's Trust and at the 
presently woe-begone Newtown shopping 
centre. 

The dty council will release its hold on 
the housing stock to create a diversity of 
tenure, while the private sector and hous- 
ing associations will be financially primed 
to build new, and refurbish existing, 


homes with the aim of creating a housing 
market 

This concentration of effort goes beyond 
the improvement of the physical fabric of 
the area, and manifests another new 
approach by the city council - an 
approach linked to Us withdrawal from 
paternalism. 

Much city council effort over the past 
decade has been devoted to the construc- 
tional environment of Birmingham, to the 
provision of facilities like the International 
Convention Centre, which will draw visi- 
tors to the dty. Critics, pointing to the 
under-spending of the education budget, 
suggest that too little attention has been 


paid to the creation of an educated and 
well-trained workforce. 

In turning to social problems, the dty 
council has become more dependent on 
co-operation with other bodies such as the 
rfmmhffl- of commerce and the training 
and enterprise council 

Such devolution of power and willing- 
ness to co-operate has reached its highest 
expression in Newtown-South Aston. 

But this is just one part of the urban 
regeneration patchwork. The establish- 
ment of the Birmingham Heartlands 
Development Corporation, to the east of 
Newtown-South Aston, puts the dty coun- 
cil, with half the members of the board, 
into a new financial relationship with cen- 
tral government The negotiations for a 
Housing Action Trust, at the Castle Vale 
estate, force It into a new relationship 
with both tenants and the private sector. 


These two developments, with City Chal- 
lenge, give Birmingham a trio of new 
urban revival instruments, carrying total 
government funds in the order of £200m 
over the next five years. The price for the 
dty council has been to drop its posturing 
as an independent fiefdom - though this 
might have happened anyway, because the 
council is looking for friends after the 
shock delivered to the controlling Labour 
group by the latest local election results. 

Bir mingham 's success in City Challenge A 
brings to four the number of successful • J 
bids, in 1991-92, from the Birmingham- 
Black Country conurbation. Wolverhamp- 
ton won in 1991. Sandwell and Walsall also 
won this year. The conurbation is begin- 
ning to look like an urban regeneration 
laboratory. 

Paul Cheeseright 



Firemen make buildings safe after a night of rioting on the Meadoweft estate 


Tribulation on Tyne 


ON THE south Meadowell estate, amid 
boarded-up properties and graffiti, stands 
an occupied house set in a cottage-style 
garden, with roses climbing on a trellis 
arch and a pitched-roof bird box, painted 
white. 

On the same estate, near a shopping 
parade which Looks like a war zone, Brian 
and Joyce Grant are sunning themselves 
beside their manicured front lawn edged 
with bedding plants. 

The Grants have brought up two sons on 
the MeadowelL Aged 21 and 24 and unem- 
ployed. the young men spend their days 
fishing and dog-walking. “They aren't in 
trouble: I've been blessed," says their 
mother. 

Last September's riots made the Mea- 
dowell estate on the edge of North Shields 
internationally notorious. Recently. Mrs 
Grant was travelling on Tyneside's Metro 
as it approached the estate. “There was 
this teacher on the train, with his class, 
and he said to them: 'You are now enter- 
ing Apache territory.’ I was fuming. I 
wanted to say, we aren’t all like that" 

Stigma is just one of the problems faring 
Meadowell residents. Others include pov- 
erty, unemployment, crime and vandalism. 
To these could be added uncertainty: as 
the search for a solution to Meadowell’s 
problems enters a new phase, the Grants 
have been told they are to be decanted, 
and their carefully tended home demol- 


ished as part of a proposed £30m Estate 
Action “remodelling". 

Like many such deprived estates, Mea- 
dowell is initiative-rich: City Challenge is 
the latest In a long line of brave new 
worlds. 

The difference this time is that residents 
are being officially placed centre stage, 
and even challenged to show that their 
grassroots knowledge can provide more 
realistic, enduring improvements to their 
estate than officialdom has achieved. 

"Of course, I don't want it to slip back 
again,” said the inner cities minister, Mr 
John Redwood, during a recent visit to 


City Challenge winners in Tyne and Wear. 
“But that is in part up to the people who 
live there and the local community sur- 
rounding." 

Meadowell residents, who have been 
painstakingly working on a feasibility 
project for a “community village" redevel- 
opment on the site of the community cen- 
tre burned down In the riots, have to come 
up with firm proposals by next month. . 

As part of the £37 .5m City Challenge 
funding awarded to North Tyneside coun- 
cil in July, £Sm has been allocated to the 
Meadowell Projects include a child-care 
training centre and a community village. 


which would consist of self-build housing, 
workshops, projects like the “Bangers and 
Smash" motor repair scheme, and prem- 
ises for the estate’s successful Credit 
Union and bulk-buying food co-operative. 

Among the residents involved, and their 
many public and private sector partners is 
City Challenge, there is a strong commit- 
ment to working together. “It’s working 
tremendously well," says John Foster, 
North Tyneside council’s City Challenge 
co-ordinator. 

For the Tyne and Wear Development 
Corporation, responsible for regenerating 
riverside land alongside some of north-east 
England’s most deprived housing areas, it 
is vitally important that the Meadowell 
and the TWDC's £280m Royal Quays dock- 
land redevelopment, where building work 
has just started, do not become polarised 
extremes of jobless deprivation and 
employed affluence. 

For the private sector, which has 
learned to shun places like the Meadowell, 
there is everything to gain if the estate 
can be made more attractive for invest- 
ment, and its residents more skilled. This, 
too, would complement the work of the 
police, who have set up their own Meadow- 


ell community policing team since the 
riots. 

North Tyneside's City Challenge pro- 
gramme covers the town centres of Wal- 
lsend and North Shields and the Meadow- 
ell and Howdon estates each side of the 
A19 trunk road corridor, where there are a 
number of substantial industrial employ- 
ers. 

The inclusion of the partly-industria- 
lised A19 corridor, running through the 
middle of the Challenge area, emphasises 
that the reduction of unemployment is a 
key objective. But the Challenge bid recog- 
nises that in areas like the Meadowell, 
where male unemployment ls over 40 per 
cent, other work ls needed before disaf- 
fected or demoralised residents can get 
jobs. 

As well as the £8m community village. 
City Challenge will bring the estate an 
Innovative £5m childcare training centre, 
designed to help women gain childcare 
qualifications and offer them a good envi- 
ronment in which to leave their children 
while they take up training or work. 

But even though there is wide acknowl- 
edgement that Meadowell’s problems can- 
not be solved simply by spending money. 


the estate still needs investment beyond 
City Challenge’s scope. 

The council's £30m Estate Action pro- 
gramme, in which the Cheviot Housing 
Association is heavily involved, is 
intended to diversify housing tenure. The 
government last month gave the go-ahead 
for the first £8m phase of Estate Action u 
work in the MeadowelL As part of the 
scheme, every domestic property on the 
estate, which currently has 1,776 council 
homes, will be upgraded by better security 
on doors and windows, energy insulation 
and external environmental improve- 
ments. 

Residents involved in City Challenge 
have the support of many local people - 
but not alL The nihilism of those who, in 
the riots, burned down their own estate’s 
meagre facilities and who are still 
wrecking property and threatening those 
who “grass" has yet to be vanquished. 

“They should get a big shed and put 
them in there and make them work and 
stop their benefits If they don't - that 
would solve it," says grandmother Mrs 
Caroline Atkinson, who Is disgusted at the 
decline of the estate where she has lived 
for 46 years. 

It’s the kind of approach that few 
respectable politicians have dared publicly 
to suggest - yet ~ 

Chris Tighe 


I T WAS July 16: the day 
that Hartcliffe, the 
run-down, largely council, 
estate on the southern 
edge of Bristol beard that for 
the second year running it had 
lost its bid for City Challenge 
funding. 

That evening the riots 
erupted, a large part of the 
Symes Avenue shopping mall 
was vandalised or set on fire, 
and serious disturbances 
across the estate lasted three 
nights. The riots were not, 
emphatically not, caused by 
the government’s refusal to 
give Bristol £37 .5m for urban 
regeneration. A tragic incident 
- two youths joy-riding a sto- 
len police bike which careered 
head-on into an unmarked 
police car - sparked off the 
troubles, and the loitering 
youths who joined in had been 
congregating at the same spots 
for months. By day three their 
numbers were swollen by out- 
siders wanting to get in on the 
action. 


■ How two of the losers have reacted to their disappointment 

‘Bristol trapped by catch 22’ 


But the fact that most eve- 
nings dozens of youths, mainly 
unemployed with few qualifica- 
tions or Interests, have nothing 
better to do than to hang 
around Symes Avenue drink- 
ing cheap elder and waiting for 
something to turn up, Is a grim 
reminder of life in Britain’s 
urban blackspots. 

More depressing still is the 
thought that the likes of Hart- 
cliffe could lose in a competi- 
tion for regeneration funding. 

Hartcliffe highlights the 
“downside" of City Challenge 
in graphic form. The very com- 
munity involvement which, 
with “winning” bids, has given 
a local dynamism to regenera- 
tion, in the case of failure pro- 
duces real gloom and depres- 
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sion. It is not Just the prospec- 
tive beneficiaries with hopes 
dashed: it is the teachers, com- 
munity and voluntary workers, 
striving to increase opportuni- 
ties and often feeling isolated 
and embattled at the best of 
times, who feel deserted. 

In Hartcllffe’s case the 
impact of losing was worsened, 
because failure came not once 
but twice, because Hartcliffe 
was also Bristol's bid for the 
first, pacemaker round of City 
Challenge. For Bristol council 
it was a heavy blow: the city 
gets £l.6m a year in urban pro- 
gramme funding, and even 
that could be reduced sharply 
next year if public spending 
reductions cut into a budget 
already top-sliced by two 


rounds of City Challenge. 

“You cannot keep blowing 
up then bursting a communi- 
ty’s hopes like this - it just 
breeds desperate cynicism and 
despair," says Ms Fat Mundy, 
manager of Ha rtcliff e Wythy- 
wood Ventures (HWV), a local 
enterprise and training agency. 
Ms Mundy is also secretary of 
the local neighbourhood coun- 
cil which, she recalls, was 
“deeply shocked" that they had 
been turned down again. 

“The main cas ual ties ere the 
young people: only two of the 
100 leaving the local secondary 
school this year have jobs to go 
to: and we don't have any 
spare training places this 
year," she says. Even existing 
facilities have had to be cut 


back: HWV had a construction 
workshop for its British Tech- 
nology Education Council engi- 
neering course, but closed it 
earlier in the year because of 
cutbacks in funding from the 
local training and enterprise 
coundL 

Why did Bristol lose? Bristol 
city council is nonplussed. The 
only explanation it can offer is 
a seven-paragraph letter from 
Mr John Redwood, the local 
government minister, saying 
that the Environment depart- 
ment had “very difficult 
choices" to make but had “con- 
cerns about the development of 
the Wills site, given its strate- 
gic role in providing jobs 
locally." 

The Wills site is a cigarette 



H arid Hie people protest against the closure of their only bank 


factory on the edge of Hart- 
cliffe/ Wy thy wood which 
employed 4,000 until its closure 
two years ago. It Is owned by 
the Hanson conglomerate, 
which no immediate devel- 
opment plans for the Eactory, 
but nor as yet is it prepared to 
sell the site - thought to have 
a book value about twice its 
current market value - for a 
price attractive to would-be 
developers. 


Coventry infers political bias 


TALKS ON how to keep together the 
partnerships forged to support Coventry’s 
City Challenge bid started within days of 
the government’s notifying the city council 
in July that the bid had failed. 

Failure left council and community lead- 
ers angry. Mr Brian Clack, the council 
leader, wrote to Mr Robin Squire, a junior 
environment minister: 

“Coventry is left to pull itself up by its 
bootstraps. It’s done this before in a climate 
of hostility, now equalled by your govern- 
ment’s attitude towards this city." 

The bid had concentrated on the Foleshill 
and Hill fields districts on the northern side 
of the dty centre, where male unemploy- 
ment ls over 30 per cent and the industrial 
base has steadily eroded. Housing condi- 
tions are the worst In Coventry, althoagh 
most is in private hands. Over 40 per cent 
Of the population is black, with Afro-Carth- 
beans concentrated in HDlflelds and Asians 
in FolesMH 

In addition to environmental and social 
improvements, the City Challenge plan 
explained how inward investment could be 
drawn in by the creation of new premises 
and rehabilitation of old, while training 
programmes would be mounted so that res- 
idents would be able to obtain the new jobs 
created. Four flagship developments would. 


as the City Challenge document put it, 
“spearhead the regeneration strategy”. 

While the government liked the linking 
of inward investment to job opportunities, 
it felt, Mr Squire told the coundL that 
“some other aspects fell short of the very 
high standards of the w inning bids". In 
particular, his letter went on, “there were 
still uncertainties over one of the fla g shi p 
projects; and the management and delivery 
system needed further work." 

The dty council dismissed those criti- 
dstns as “spurious", and claimed that the 
government was “seeking to justify what is 
clearly a decision to favour other authori- 
ties on party political grounds to Coven- 
try's detriment". This was a reference to 
Walsall’s success in City Challenge - Wal- 
sall had turned Conservative at the last 
local g o ve r nm ent elections. 

Coventry council members fear that the 
funding options for urban regeneration are 
becoming more limited. Community leaders 
fear that the Impetus towards a collective 
approach to, for example, improvement of 
poor housing areas may peter out 

The first financial concern is the contin- 
ued squeeze on local authority spending. 
For fiscal 1992-93, the city council cut £6 An 
from its budget, to avoid poll-tax capping. 
It expects to cut probably a further £3m 


from the 1993-94 budget Its capital spend- 
ing is cash-limited by government restraint 
measures. 

During the current year, Coventry is 
receiving £4.65m from the government’s 
urban programme. But next year it expects 
less, thnng h it is not certain how much 
less. There are two points here. First: the 
overall size of the urban programme will 
not Increase. Second; because the funds 
allotted to City Challenge come out of the 
urban programme budget, the more that is 
spent on City Challenge, the less there is 
for the authorities whose bids feiL 

The dty council is also troubled by the 
feet that the task-force which has been 
operating in Foleshill and HQLfields is being 
withdrawn, and with it the funds which it 
has brought in: £6 .4m since 1987. This 
money has levered hi a further £&7m from 
the private sector in a variety of schemes, 
ranging from training to the encourage- 
ment of new businesses. 

Yet Coventry is not without hope of gov- 
ernment funding from outside the City 
Challenge scheme. At least two of the flag- 
ship projects would, in any case, have 
required City Grant and this may still be 
forthcoming. 

Paul Cheeseright 


Mr Michael Robinson, Bristol 
dty council's chief executive, 
believes the council was in a 
“classic catch 22". “The plight 
of HartcliffefWythywood is 
largely caused by the closure of 
the Wills factory and our Inabil- 
ity to persuade Hanson to do 
anything productive with it; yet 
that is given as the reason for 
not helping us deal with the 
effects of the closure." Worse 
stOL according to Mr Robinson, 
Bristol was encouraged by min- 
isters to put Hartcliffe forward 
a second time, even though the 
Wills factory problems had 
been cited as a reason for rejec- 
tion in the first round. 


To sweeten the pill, Mr Red- 
wood told Bristol that “the pro- 
cess of preparing the bids has 
in itself established a range of 
partnerships that can be built 
on." Flew of them, alas, will 
lead to concrete opportunities 
for the locals. The City Chal- 
lenge steering group has been 
kept in operation and is cur- 
rently producing an “action 
plan" to try and bring some of 
the projects - notably a new 
leisure centre - to fruition. 

Surprisingly, Ms Mundy does 
not see the City Challenge fail- 
ure as the worst of HartcHffe's 
recent “external” shocks. She 
awards that prize to Barclays 
Bank, whose decision to close 
Its Symes Avenue branch, in 
the teeth of vociferous .focal 
opposition, dealt the local trad- 
ing community a blow from 
which it may not recover. 

“Barclays said they weren't 
making enough - enough - 
profit", she says scornfully. 

Ironically, the City Challenge 
project office is based in the 
empty bank. “People kept com- 
ing in wanting to cash 
cheques,” she adds, with a 

smilp 

Andrew Adonis 


BURA 

British Urban Regeneration 
Association 

At the forefront of Urban Regeneration, 
identifying Best Practice. 

Contact BURA to find out how 
you could benefit from membership. 

Gerald Cary-Elwes, Secretary General, BURA 
33 Great Sutton Street London EC1V ODX 
Tel; 071 253 5054 Fax; 071 253 5077 
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“I' HAVE for raany years been 
concerned about the harmful 
effect whfch a great deal of 
urban redevelopment' baa on 
tte./human fiptrit," wrote the 
Prince of Wales in his intro- 
duction to the recently pub- 
lished report from, the . Urban 
Villages Group. 

The Prince was . endorsing 
fee group's advocacy of a new 
form of development, which 
would enhance the quality and 
vitality of urban life by creat- 
ing Mvingtowns and cities. 

But publication of the 
report* ;has . rekindled the 
debate over fee nature of much 
of the UK’s inner-city regenera- 
tion, and stimulated new inter- 
est in th& urban- villages con- 
cept of small, mixed-use 
redevelopment 

Certainly, concern over the 
nature of the “one-dlmen- 
siorial, monoculture! cities", 
created in fee period of post- 
war reconstruction, is not con- 
fined to the Prince. Bis view 
that such derotopriient bad cre- 
ated "soulless inhuman envi- 
ronments", partly responsible 
for "the horrendous social 
problems which have beset 
inner cities", is widely shared. 

But it remains to be seen 
whether there will be equally 
widespread consensus behind 
the Prince's alternative, 
sketched out hi his 1989 book, 
A vision of Britain: 

“I am hoping feat we can 
encourage the development of 
‘urban villages' in order to 
reintroduce human, scale inti- 
macy and a vibrant street life. 
These factors can help to 
restore to people their sense of 
belonging and pride in their 
own surroundings." 

Both regenerated areas and 
new. developments -should, 
whererer possible; include the 
basic ingredients of commu- 
nity life; places of employment, 
entertainment and public 
assembly, as well as housing. - 
Areas such as- Lcmdon's Cler- 
kenwell and Edinburgh: New 
Town were identified by the 
Prince . as embodying such 
characteristics, wife Montpaiv 
nasse ; in Paris and Charleston 
in the US as international 


Vt'W. r • 
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The Prince of Wales with members of the Urban Villages Group, on a visit to Edinburgh 
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Egulsheln, in Alsace, demonstrates aspects of the urban village concept, says the group's report 


The. Prince's challenge was 
taken up by a group of deveiop- 
ers, builders, planners and 
architects who formed the 
Urban Villages Group under 
the aegis of Business in the 
Community. Chaired by Trevor 
Osborne, chairman of Spey- 
taawk, it included such lumi- 
naries as David Goldstone of 
Regalian Properties, Martin 
Turing of builders J(fen r-amg , 
Tim Melviile-Ross of Nation- 
wide Building Society and Bob 
WHUams of Grand Metropoli- 
tan Estates. Leon Erier, the 
Luxembourg architect and 
masterplanner behind many 
European public development 
projects, was a particularly 
influential member of the 
group. 

They spent two years visit- 
ing the urban areas com- 
mended by fee Prince, and also 
some of the development black- • 
spots. The aim was to refine 
the elements which created 
community spirit, pride of 
place and a sense of belonging, 
so feat they could he applied 
more widely. 

At the heart of the urban-vil- 
lage project is the concept of 
“ mlxlty" , an antidote to single- 





. ... 

Mothers’ Square, Hackney, la a 

use development which divides 
towns and cities into large 
areas devoted solely to Indus- 
try. commerce or housing. The 
Meal urban village creates a 
"whole district", with 3,000 to 
5,000 inhabitants; ideally it 
should include places to work, 
live and play over no more 
than 100 acres (40 hectares) - 




as a good example of mbced housing development 


all, therefore, within easy 
walking distance. 

“Mixity needs to he accepted 
in planning terminology as a 
form of sustainable develop- 
ment," says Mr Osborne. He is 
urging the environment secre- 
tary to issue a planning guid- 
ance note, which would 
encourage local planning 


authorities to reflect the con- 
cept in their local plans. 

The group advocates a new 
planning category of Struc- 
tured Planned Urban Develop- 
ment (or Spud for abort), 
which would recognise the 
mixed-use approach and offer 
developers protection against 
piecemeal tinkering with the 


area. However, many planners 
are less sore about the practi- 
cality of such mixed-use devel- 
opment, where the needs of 
commerce and industry may 
conflict with the leisure and 
residential uses located cheek 
by jowL 

David Hall, director of the 

Town and Country P lannin g 

Association, has reservations 
about how much of the hous- 
ing that will be needed over 
the next 20 years can be pro- 
vided through urban villages. 
Tt simply won’t be possible to 
provide the i8m homes needed 
between now and 2011 in urban 
areas," he says. 

Mr Hall also worries that too 
much Is being expected of the 
built environment: "There are 
other causes than the environ- 
ment for riots on bleak post- 
war housing estates in Newcas- 
tle and Coventry, such as 
unemployment among young 
people or the lack of social sup- 
port Creating a good environ- 
ment simply won’t solve such 
problems.” 

Whatever the reservations, 
there is certainly support for a 
more humane approach to 
redevelopment in the Euro- 
pean Commission, whose green 


paper The Urban Environment 
reflects much of the thinking 
of the Urban Villages report 
The Commission has also been 
supportive financially, contri- 
buting £35,000 towards the cost 
of printing the group’s glossy 
and lavishly illustrated report. 

In a glowing encomium, Mr 
Carlo Ripa di Means, the envi- 
ronment commissioner when 
the report was launched, 
described it as "an important 
contribution to the ongoing 
debate on how our cities can 
be made liveable and environ- 
mentally friendly". Mr di 
Meana went on to commend 


The Prince has put his 
ideas into practice, with 
a new settlement on 
Duchy of Cornwall land 

the "special group of people 
who have come together to say 
it. [particularly] the construc- 
tion and development indus- 
tries’*. 

That throws the ball neatly 
back into the court of those 
with the power to change the 
nature of much modem rede- 
velopment. The Prince of 




Canary Wharf’s failure casts a shadow over a bold planning vision 

Conflicting voices in the corridor 




Pte In the sky? East London tram 
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tha Canary Wharf tower 


THERE IS no more powerful 
reminder of the hazards and 
challenges of urban regenera- 
tion than Canary Wharf, the 
insolvent office project that 
dominates fee east London sky- 
line. 

The failure of the project, 
which went into receivership in 
May, reflects its over-ambitious 
scale and its perceived isolation 
from the heart of London. At 
the same time, the tower’s spec- 
tacular views over east London 
mwlerline fee daunting scale of 
fee regeneration task that 
remains. 

This eastern fringe of London 
pTx-f?mpflgg<»« a large expanse of 
industrial dereliction and 
under-developed land, albeit 
interspersed by historic towns 
and areas of open countryside. 
It has been badly a ffected by 
the deflUpe of manufacturing 
and port-related industries over 
the last 20 years. 

The depressed image of the 
area, coupled with a long-stand- 
ing neglect of its infrastructure, 
has held back development. 
With the exception of fee Dock- 
lands, an area from Tower 
Bridge to the Royal Docks, 
which became the focus of fee 
government’s urban renewal 
strategy in the 1980s, the area 
has been largely untouched by 
successive property booms. 

Its potential as a long-term 
growth opportunity was 
identified in 1985, by the 
strategic planning body for the 
south-east (Serplan). It called 
the area, winch stretched from 
Tower Bridge to Southend in 
Essex and Sheemess in Kent, 
the East Thames Corridor. It 
contains an estimated 10,000 
acres of uncontamrnated land 


that can be developed without 
encroaching on the Green Bdt 

The political will to develop 
the area gathered strength last 
year, partly as a result of the 
shortage of housing land to the 
west of London. 

Attention was focused on the 
area a little under a year ago 
when the government 
announced that the fast rail 
link from the Channel T unnel 
to London would go through 
east London, via Stratford. In 
fee same week, Mr Michael 

Vanessa Houlder 

appraises the idea 
of an east Thames 
development 

Heseltine. then secretary of 
state for fee environment, 
announced that there would be 
a study of development pros- 
pects in the East Thames Cor- 
ridor. 

"Large as the Docklands proj- 
ect is, it now needs to be seen 
as just one part of a much big- 
ger strategy that focuses on 
Stratford ami seeks to develop, 
on feat basis, a huge linear city 
on both sides of the Thames." 
said Professor Peter Hall, an 
urban geographer who acted as 
his adviser. 

The potential for this kind of 
development is being assessed 
by planning consultants. Uew- 
elyn-Davies Planning will sub- 
mit a report on the area's devel- 
opment potential to fee 
secretary of state for the envi- 
ronment at the end of this 
month. 

The scope for development is 
constrained by fee nature of 


the sites. The main develop- 
ment rites are the Royal Docks. 
Barking Reach, Rain ham 
Marshes. Stratford Railway 
fends, Greenwich Peninsula 
and Beckton Gasworks at Gal- 
lions Reach. The last two 
belong to British Gas. 

The barriers to development 
are awesome. The problems 
include the area's poor image, 
the recession, constraints on 
public spending, developers’ 
disillusionment with urban 
regeneration projects and fee 
likelihood that the area’s land 
will be include on a contami- 
nated-land register. 

There is also a glut of exist- 
ing buildings. A study by the 
University of East London for 
Glenny, chartered surveyor, 
found that: "With the possible 
exception of high-quality ware- 
housing and distribution, there 
are substantial surpluses of 
most types of commercial space 
and ho using , which will have 
to be reduced, perhaps by 
conversion to lower- value 
uses, before confidence can 
return and new projects real- 
ised." 

But despite these formidable 
obstacles, the case for develop- 
ing the East Thames Corridor 
has some merits. For one thing, 
it offers the only substantial 
expanse of developable land in 
the overcrowded south-east For 
another, its position between 
Tjrmrinn anti continental Europe 
will become increasingly impor- 
tant with closer European inte- 
gration. Already, it is a funnel 
for around half the south-east’s 
trade with the EC. 

Another factor working in 
favour of the region's develop- 
ment is the improving quality 


of its infrastructure. 

"East London is in the middle 
of a historic phase in Its devel- 
opment the installation, over a 
2030 year period of new trans- 
port infrastructure such as it 
has not seen in a century," said 
the study by the University of 
East London. 

Improvements that have been 
put, or are being put into place 
include the M25 motorway, the 
Hartford Bridge crossing, the 
Lower Lea crossing, the North 
Circular road, the Docklands 
Light Railway, the Stansted 
passenger terminal and the 
City airport. In addition, the 
A13/M2S links, the Mil exten- 
sion, fee East London river 
crossing and Crossrail are due 
to be installed in the second 
half of the decade. 


But even with fee large sums 
being spent on the region’s 
infrastructure, further invest- 
ment will have a critical impact 
on the viability of development 
According to the University of 
East London: "All [the rites in 
the East Thames Corridor] need 
road and rail improvements to 
realise their potential.” The 
only exceptions are the Royal 
Docks and Cbafford Hundred, 
which are already well served 
with infrastructure. 

The success of the London 
docklands will largely depend 
on whether the government 
continues with the Jubilee Line 
extension, jeopardised by the 
receivership of Canary Wharf, 
which had been due to contrib- 
ute £400m to its costs. 

In addition, much hangs on 


Wales himself has already 
attempted to put his ideas into 
practice, wife Poundbury, a 
new settlement on Duchy of 
Cornwall land at Dorchester, in 
Dorset. The experience has 
been salutary, he says, in 
demonstrating the "complexity 
and stubbornness of the 
issues”. 

The Urban Villages Group 
has also tried to take the 
approach into the development 
stage, with fee creation of the 
Urban Villages Company. A 
commercial joint venture 
between several builders and 
developers, it is investigating 
four sites in England and 
Wales, to select one for the 
location of an urban village. 

The group’s report also has a 
role to play in disseminating 
ideas through conferences and 
training courses for architects 
and planners. Whether it can 
succeed In persuading builders 
and developers to abandon 
their predilection for the larg- 
er-scale projects, which are 
their bread and butter, remains 
to be seen. 

*Urban Villages. The Urban 
Villages Group. 5 Cleveland 
Place, London SW1Y6JJ. £19.95 
(plus £2.50 p&p). 


the location of a passenger sta- 
tion for the Channel Tunnel 
fast rail link. In the view of the 
University of London report: “A 
Stratford interchange is seen as 
vital to the future prosperity of 
docklands.” 

The importance of putting 
the right transport provisions 
in place are palpably demon- 
strated by the half-deserted 
office developments of the Isle 
of Dogs. Its failure to match the 
area’s infrastructure with fee 
pace of new development did 
extensive damage to its reputa- 
tion. So, too, did the hands-off 
approach to planning, which 
resulted in the development of 
an excessive number of office 
blocks in competition with sur- 
rounding boroughs. 

Now that the 1980s property 
boom is a distant memory, 
investors are unlikely to make 
the same mistakes twice. 
Unless the right infrastructure 
and planning me chanisms are 
in place, the East Thames Cor- 
ridor win get no farther than 
the drawing board. 


International 
businessmen have been 
setting np shop 

in Leeds since 1884. 
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In Scotland, partnership is transforming a deprived area of Paisley 

The address is an asset now 


IT USED to be said in the west 
of Scotland that anyone who 
put an address in Ferguslie 
Park on their job application 
form would instantly have it 
rejected. 

This housing estate In Pais- 
ley, 10 miles west of Glasgow, 
had until very recently a repu- 
tation for being among the 
worst in Scotland. The unem- 
ployment rate among its 6,000 
population was around 40 per 
cent; many of the people lived 
In poverty and squalor; and 
there were exceptionally high 
levels of violence, housebreak- 
ing and assaults. 

Two years ago, the most 
powerful impression a visitor 
to Ferguslie Park came away 
with was of the wretched hous- 
ing; even the best of the dark- 
grey harled houses and flats 
looked damp and run-down, 
while many were derelict and 
boarded up. Some of the open 
spaces were literally knee-deep 
in refuse. 

The few shops were shut- 
tered and daubed with graffiti 
The wide roadways with ample 
verges created an Impression 
of emptiness and neglect, 
which was reflected in the sul- 
len faces of the inhabitants. 

Suddenly, Ferguslie Park 
looks different. Hundreds of 
new houses built of yellow 


brick have sprung up in one 
part of the estate. Some are 
owned by housing associations 
and housing cooperatives; oth- 
ers have been bought by owner 
occupiers from private develop- 
ers, an astonishing develop- 
ment for this are a. The pass- 
ers-by in Ferguslie Park are 
often friendly and helpful. 

These physical changes are 
the most obvious fruits of a 
concerted attack on the evils of 
Ferguslie Park. In 1988. the 
estate was chosen as one of 

James Buxton has 

seen the scowl 
leave the face of 
Ferguslie Park 

four very deprived urban areas 
for a new approach to urban 
renewal by the Scottish Office 
entitled "New Life for Urban 
Scotland”. 

This programme, whose 
other projects are the Castle- 
milk estate in Glasgow, the 
Wester Hailes area of Edin- 
burgh and the Whitfield estate 
in Dundee, is aimed at bring- 
ing new leadership to urban 
renewal In Scotland, which 
was previously led by the Scot- 
tish Development Agency. 


Its key features are; partner- 
ship between different agen- 
cies, an emphasis on involving 
local people and the engage- 
ment as far as possible of the 
private sector. 

Ferguslie Park is the small- 
est of the four projects. Started 
in the 1920s, it suffered almost 
at once from the decline of the 
Paisley spinning industry. In 
the 1970s and early 1980s, the 
ill-fated Linwood car plant 
lived and died on Its doorstep. 

The Ferguslie Park Partner 
ship, headed by Mr David Dick- 
son, a Scottish Office official, is 
implementing a multi-faceted 
strategy, of which the improve- 
ment of housing and the envi- 
ronment is only one part It 
includes policies aimed at get- 
ting the people of the estate 
into jobs, improving education, 
making the area safer from 
crime and tackling ill health 
and poverty. 

About 45 people now work in 
the partnership offices in the 
centre of the estate. It is a one- 
stop shop in which representa- 
tives of government and local 
agencies offer their services, 
ranging from Scottish Homes 
(the government's housing 
agency in Scotland, which 
funds housing associations) to 
the Department of Employment 
which operates a job centre. 


Seven of the 20 places on the 
board of the partnership are 
held by local representatives. 
The emphasis, explains Mr 
Wylie Cunningham, of the 
partnership, is on “avoiding a 
top-down approach to urban 
regeneration, and ensuring 
that the people of the commu- 
nity are consulted and 
Involved all along." 

In the past three years, about 
£40m has been spent The big- 
gest single expenditure has 
been on the Glencoats area, 
where between £30m and £35m 
has been spent, of which 
£l2.5ra came from the private 
sector, much of it by a joint 
venture of Miller Homes and 
Bellway in building private 
houses. 

About 1,000 of the 2,500 
bouses or flats on the estate 
have been, or are being, reno- 
vated, with the bulk of the 
work taking place In the past 
year. Development will now 
move out to other areas in the 
10-year project 

But away from Glencoats it 
becomes clear how much more 
there is to do. A grim shopping 
parade at Top End is largely 
unchanged, and one sees a 
burnt-out car and supermarket 
trolleys lying in the road. But 
much of the refuse has gone. 

Although the building work 




Suddenly Ferguslie Park looks very different, 
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the benefits of the ‘New Life for Urban Scotland 1 approach become apparent 


is the most obvious evidence of 
the project, much of the work 
of the partnership has been on 
the “software” side of training 
and persuading employers, 
including the building contrac- 
tors working on the site, to 
employ people from the estate. 

The partnership claims 
credit for finding full-time or 
temporary jobs for almost 1,000 
people in the past three years, 
although it is reluctant to put 
forward a headline figure to 
compare with the original 40 


per cent unemployment, 
because of the difficulties of 
definition. 

A number of projects have 
been launched with local 
schools to Improve education 
and, In the words of Mr Cun- 
ningham, to “convince the 
youngsters of the estate that 
being unemployed is not the 
norm and that there is work 
out there.” 

A new road has been pushed 
through to the Phoenix buiness 
park, which has been built on 


the ruins of Linwood; and the 
estate benefits from being close 
to Glasgow airport, expanding 
as International flights to 
North America develop. 

As Ferguslie Park's image 
begins to improve, its location 
increasingly becomes an asset 
The partnership denies that 
effecting a turnaround In the 
estate’s fortunes was In any 
way easy, but it does acknowl- 
edge that the estate's small 
size has been an advantage. 

The burden of criticism 


recently voiced about the New 
Life for Urban Scotland pro- 
jects, by the Royal Institution 
of Chartered Surveyors in Scot- 
land, Is that the schemes are 
excellent as for as they go but 
that they only involve 100,000 
people aim! that there ought to 
be be more of them, under a 
comprehensive funding and 
delivery mechanism. The Fer- 
guslie Park experience sug- 
gests that success is within 
reach there, and that the expe- 
rience should be repeated. 
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In Wales, the Swansea Valley typifies the way spoilt land is being reclaimed 

It’s management as much as money 


FORTY YEARS ago, the Lower 
Swansea Valley was the scene 
of probably the worst Industrial 
dereliction in Britain, the result 
of two and a half centuries' 
despoliation that began with 
copper smelting and ended with 
steel production. 

Today the area may not be as 
green as the nearby Brecon 
Beacons, hut a seal gambols in 
the river Tawe that runs 
through the valley, a sports sta- 
dium attracts large numbers of 
young people, one hotel has 
arrived and another is coming, 
and some 500 companies in the 
enterprise zone have brought 
more than 7,000 jobs. 

The transformation of this 
run-down sector of Wales's sec- 
ond city is just one part of a 
larger scene, in which the prob- 
lem of land reclamation in 
Wales will soon have been 
solved, and the problem of 
urban regeneration will be well 
on the way to being resolved. 

It Is a transformation in 
which the Welsh Development 
Agency has become one of 
Europe's leading urban renewal 
agencies. 

"When the agency was set up 
in 1976," says Mr David Fanis- 


The 95-acre Swansea Maritime Quarter development, which was Initiated by the dty council, 
was among die British Urban Regeneration Association's 1992 Bast Practice award winners 


worth, executive director in 
charge of development projects, 
“30,000 acres of derelict land 
needed attention. So for, 22,000 
have been cleared. 

“By 1996 we should have 
cleared all the derelict land In 
Wales. The old steelworks in 
Ebbw Vale is now the site for 
this year’s National Garden 
Festival, and after the festival 
closes Its doors in October an 


urban village will be part of the 
further development of the site. 

"In Merthyr, we have the 
largest coal recovery and land 
reclamation project being 
undertaken in Europe. On Dee- 
side, we helped clear the site 
when the steelworks closed, a 
project that led to several thou- 
sand jobs being created.” 

Land reclamation, however, 
is only one aspect of the agen- 


cy's work. There is also the 
question of urban regeneration. 
For several years, Wales has 
had an urban programme, and 
it Is possible to see the setting 
up of the English regeneration 
agency as having been stimu- 
lated by its success. 

However, there are differ- 
ences. In England. City Chal- 
lenge is about seli-ctivity and 
targeting projects, whereas the 
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Build your future In historic surroundings 

at Rochester upon Medway. 

• 45 minutes from Central London, 
Eurotunnel, rhe main air and sea ports 

• Join Colonial Mutual, Black Horse Life 
Financial Services ami Lloyds of London 
who have already located here 

• High quality offices and sites available 
with attractive river frontage 

0 Reasonable rental and freehold levels 
many with Enterprise Zone Status 

For farther details ring Sue Turner; 
FREEPHONE 100 - Ask for. 
MEDWAY MEANS BUSINESS. 

The Development Office, 

The Gey Council of Rochester upon Medway 

Civic Centre, Smxxl, Rochester; 

Kent ME2 4AW 
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On the occasion of the thirtieth anniversary of the Belgian Town and Country Planning Act, Mr. R 
COLUGNON, Walloon Minister for Physical Planning, Housing and Budget and his Department are 
organising a European Conference under the theme 

A NEW ROLE FOR PLANNING 
The regeneration of towns and villages. 

This conference will take piace at Charleroi ( Belgium ) on 14 -15th December 1992 and will be 
organised around four thematic workshops focusing on the following issues; 

THE COSTS OF URBAN DECLINE 
TOWARDS A NEW URBAN AESTHETIC 
THE FUTURE OF OUR LANDSCAPES 
THE MULTISECTORAL PLANNING. 

Genera! information and correspence: 

Direction generate de I' Amenagement du Terrltoire et du Logement, 
rue des Brigades d'lrlande, 1; B-5100 NAMUR. 

Fax ; 32-81-33 21 10 / Tel ; 32-81-33 21 37 or 33 21 39 


Welsh programme - the Urban 
Joint Ventura Agreement - 
Involves the agency Joining 
forces with local authorities, 
training and enterprise coun- 
cils, the tourist board and oth- 
ers to produce a programme. 

“Integration of urban policy 
with land reclamation and 
assistance to business Is part of 
the whole plan,” Mr Farns- 
worth says. Urban projects are 
chosen not just on the basis of 
the quality of local proposals, 
but according to the potential 
for economic growth for the 
region as a whole. 

"We endeavour to ensure 
that 'hands on' help from cen- 
tral sources to local projects is 
designed not only to make pub- 
lic funds more cost effective, 
but also to give Wales an extra 
dimension in the marketplace 
of the 1990s.” 

Some 20 towns, including 
Caernarfon, Holyhead, Merthyr 
Tydfil Maesteg and Tredegar, 
have had help or have schemes 



The old oteolworka In Ebbw Valo has been the site for this year’s National Garden Festival 


under consideration. “There is 
a real partnership about these 
schemes,'* Mr Farnsworth says, 
“this is the key to our success." 

The Welsh approach is that 
town regeneration Is as much 


to do with management as with has seen a route through this 
money. Lack of co-operation lack of co-operation - a route 


among the various bodies has 
acted in the past as a brake mi 
achieving desirable ends. The 
Welsh Development Agency 


that the English agency may 
yet want to copy. 

Anthony Morekm 


Merseyside office staff have been 
proven to be more productive — 
it must be something to do with the water. 



DE A recent Government report by the 
National Audit Office stares that, 
compared to their London 
counterparts, Merseyside office staff 
are over 20 % more productive. 

Little wonder then, with such an 
effective workforce, Merseyside businesses are 
enjoying considerable success. 

Big name organisations like Licrlewoods 
and Barelaycaxd are reporting record profits or 
investing heavily in the area, and hundreds of 
new businesses ore opening their doors each 
month. It's a time of optimism and opportunity 
- the right rime for your business to make a 
move cowards Merseyside. 

Test the waters now. For information on 
premises and development land in prime 
worerfroor locations, along with exp er t advice or 
the best grants and finance options available, 
write today to Harvey Sunderland at Dept. A24, 
Merseyside Development Corporation, Royal 
Liver Building, Pier Head, Liverpool 13 IJH or 
dial 100 and ask for FREEPHONE MERSEYSIDE 
DEVELOPMENT CORPORATION. 
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